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INTERNAL REVENUE INVESTIGATION 


THURSDAY, FEBRUARY 3, 1953 


Hovse or RepreseNTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws, or THE CoMMITTEE ON WayYs AND 
Means, 
Washington, dD. C. 

The subcommittee met at 10 a. m., pursuant to call, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcommit- 
tee) presiding. 

Present: Representatives Kean (presiding), Curtis, Martin, Byrnes, 
King, O’Brien, and Boggs. 

Present also: John E. Tobin, chief counsel to the subcommittee ; 
William P. Hindman, Jr., assistant chief counsel; and Joseph M. F. 
Ryan, Jr., assistant counsel. 

Chairman Kran. The subcommittee will come to order. 

In these hearings it will be the subcommittee’s objective to build 
up rather than tear down. Although we will not hesitate to bring 
before the public any example of maladministration or corruption in 
whatever quarter we find it, our purpose in doing so is to find out why 
such things occurred and to try to make sure that they never occur 
again, 

Our tax-collecting system is, to a large extent, based on honest self- 
assessment by taxpayers. If the Bureau of Internal Revenue had 
continued to operate as it did in the last few years, there was great 
danger that, through lack of confidence by the public, our whole tax- 
collecting system might have fallen down. This subcommittee, under 
the able leadership of Mr. King in the last Congress, had coopera- 
tion from the Bureau. We know that we will receive like coopera 
tion from those now in charge, for their objective is the same as ours: 
To assure that in the collection of our taxes there is no taint of cor 
ruption, favoritism, or politics. We seek a system of which every 
American can be proud. 

Will you come up, Mr. Avis? 

Mr. Avis, will you identify yourself for the record ? 
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STATEMENT OF DWIGHT E. AVIS, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION (ACCOMPANIED BY JOHN L. HUNTINGTON, HEAD, 
BASIC PERMIT AND TRADE PRACTICE BRANCH, ALCOHOL AND 
TOBACCO TAX DIVISION; HAROLD A. SERR, TECHNICAL ADVISER, 
ALCOHOL AND TOBACCO TAX DIVISION; AND ROBERT B. RITTER, 
ASSISTANT HEAD, ALCOHOL AND TOBACCO TAX LEGAL DIVISION, 
OF THE BUREAU OF INTERNAL REVENUE) 
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Avis. I think it has primarily to do with appointments, but 1 
a j not exclude cases. 
Mr. Curtis. I have no desire to go into detail until the proper time 
reached, but I wondered about that. 
Mr. Avis. ] would say possibly both. 
Mr. Chairman, I have been asked to come here this morning to in- 
1 the committee concerning the functions of the Aleohol and To- 
co Tax Division, and the means by which they are administered. 
fore outlining the functions of the Division, I would like to tell the 
numittee something about the history of the Alcohol and Tobacco 
ix Division. 
The Alcohol and Tobacco Tax Division is the successor agency to 
Bureau of Industrial Alcohol, Treasury Department, which was 
irged with the permissive and regulatory liquor-control functions, 
the Bureau of Prohibition, Department of Justice, which was 
‘d with the law-enforcement functions during the latter part of 
ceil sition era just prior to repeal, 
The 2ist amendment repealing national prohibition became effec- 
e much sooner than had been antic ipated, The legitimate liquor 
dustry was caught wholly unpreps red, there being less than 7 
lion gallons of aged spirits In warehouses in the entire country. 
oht say at the present time there are some 750 million oi allons of 
in W: arehouse 1S, 
Distilleries, breweries, wineries, and other facilities hac 
it or completely remodeled and modernized. On the other 
bootlegger, who had established under prohibition the most luera 
criminal ente) rprise the world has ever know 1 Was equi] pped te 
ke care of the postrepeal demand for liquor. The tax and ae 
pre blems of the Bureau of Industrial Alcohol were multiplied 
ral hundredfold overnight. One of the list steps taken by the 
vernment to meet the new control p roblem was to const ee ite by 
organization order, effective May 10, 1934, the Bureau of Indus- 
Alcohol, Treasury Department, and the successor mph to the 
f Prohibition, the Alcohol Beverage Unit of the Department 
ice, into the Alcohol Tax Unit, Bureau of Internal Revenue, 
ury Department, thus combining the permissive, regulatory, 
nforcement functions into one agency. 
indepe dent age cy, the Federal Aleohol Control Administra- 
as created on December 4, 1933, by Executive order to admin- 
ter the code sof fair competition of the alcoholic beverage industry 
der the National Recovery Act. In setting up this administration, 
h had as one of its purposes the control of the yam ivior of those 
ged in the industry, the Government hoped to avoid a repetition 
he abuses which had thrown the liquor industry Tate disrepute 
to prohibition. 
Wl hen the National Recovery Act was held unconstitutional by the 
echter decision, it was necessary for new legislation to be sec ‘ured. 
Congress on August 29, 1935, passed the Federal Alcohol Ad- 
ministration Act, providing for the Federal Alcohol Administration 
is a semiautonomous division of the Treasury Department. This act 
tablished a permit system aoe the alcoholic-beverage industry, pro- 
led for control of labeling and advertising, and outlawed certain 
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trade practices, such as “tied-house sales,” consignment sales, coi) 
mercial bribery, and so forth. 

Chairman Kran. “Tied-house sales”; what does that mean, Mr. 
Avis? 

Mr. Avis. That isa misprint in the copy. It is “tied houses and tied 
sales”; it is two separate things. “Tied sale” is where, if you want 
a bottle of whisky, you have to take a bottle of rum in order to get 
it; and we had that condition as an aftermath of the shortage during 
the war. 

Mr. Byrnes. What is the “tied house”? 

Mr. Avis. The “tied house” is the type of situation which you had 
prior to prohibition, where the breweries owned the saloons. 

Mr. Boees. What do you mean by “commercial bribery” ? 

Mr. Avis. That is the offering of something of value to—for in- 
stance, say, the distiller would offer something of value to a whole- 
saler in order to get him to push his line. 

This act was administered by the Federal Alcohol Administratio: 
for approximately 5 years. On June 30, 1940, by reorganization order, 
the Federal Alcohol Administration was transferred and made a 
part of the Alcohol Tax Unit, Bureau of Internal Revenue. This 
action was taken, following a survey by the Bureau of the Budget, 
for the purpose of integrating the social aspects of liquor control 
with those of tax administration with a view to securing more effec- 
tive control at substantially reduced cost. 

Largely because the Alcohol Tax Unit was the principal police 
agency of the Bureau, the responsibility for the enforcement of the 
National and Federal Firearms Acts was transferred to it by Treasury 
decision on August 29,1941. The purpose of the Congress in enacting 
the National Firearms Act was to freeze machine guns and sawed-off 
shotguns in the hands of their then owners through a prohibitive trans- 
fer tax, thereby keeping these types of weapons out of the hands of 
the criminal element. I might add that this act provides not only 
for transfer tax but for registration of guns of this type. That is 
done by the collectors of internal revenue. In addition to providing 
for licensing control of the firearms industry, the Federal Firearms 
Act makes it an offense for any person who is under indictment or 
who has been convicted of a crime of violence or who is a fugitive 
from justice to transport, ship, or receive any firearms or ammunition 
in interstate or foreign commerce. 

Chairman Kran. Do you still have control of that? 

Mr. Avis. Yes, sir; we do. Those cases, the criminal cases that 
are initiated, Mr. Chairman, are largely by the metropolitan police 
departments of this country, and we take them over for investigation. 
The real purpose of that statute is that, if you have got someone 
suspected of a crime like bank robbery, or something of that sort, who 
has transported a firearm in interstate commerce, and he cannot 
explain his possession of it, this is to provide a means of prosecuting 
him. If he is a known criminal with a criminal record, that applies. 

I might add again that the reason the enforcement of that act was 
transferred to the Alcohol Tax Unit is we have more police contacts 
than any other internal-revenue agency. 
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With a view to integrating, as far as practicable, tobacco-tax func- 

ons with those relating to liquors, to the end that more effective 
,dministration might be “had at a reduced cost, all tobacco-tax func- 
tions formerly in the Excise Tax Unit were transferred on November 

1951, and consolidated with the Alcohol Tax Unit, and the name 
of that agency changed to the Alcohol and Tobacco Tax Division. 

Mr. C hi uirman, I have outlined the history of the Alcohol Tax Unit 
from its inception up to the date of the Bureau’s recent reorganization. 
[ will now endeavor to outline its functions and to give the committee 
a bird’s-eye view as to how they are carried out. 

The Alcohol and Tobacco Tax Division is charged with the admin- 
istration of the laws and regulations relating to the production, ware- 
housing, taxpayment, rectification, packaging, and distribution of 
distilled spirits, wines, and fermented malt liquors; the production, 
warehousing, taxpayment, denaturation, distribution, and use of in- 
dustrial aleohol; the regulation of the manufacture and use of liquor 
bottles; the administration of the provisions of the Federal Alcohol 
Administration Act relating to the regulation of interstate and for- 
eign commerce in distilled spirits, wines, and fermented malt liquors 
“— in the labeling and advertising thereof; the purchase, sale, and 

novement of leaf tobacco and other tobacco materials; the production, 
warehousing, taxpayment, packaging, removal, and sale of tobacco, 
en cigars, cigarettes, and cigarette papers; the tax-free removal 
of tobacco materials, tobacco products, cigarette papers and tubes 
for export, for the use of the United States, for use as sea stores and 
other tax-exempt purposes; the determination, assertion, and assess- 
ment of taxes and penalties on liquors and tobacco products; the 
chemical analyses of liquor and other products to determine their 
taxable status and proper labeling, marking, or branding; the inves- 
tigation of returns covering applicable sadieelian and commodity 
taxes; the investigation of willful and fraudulent violations of the 
liquor laws, including the suppression of the non-tax-paid liquor 
traffic and the control of materials used in the manufacture of non- 
tax-paid spirits; the National and Federal Firearms Acts; and the 
Liquor Enforcement Act of 1936, which relates to the transportation 
* tax-paid spirits into dry States. The primary responsibility of 

s Division is to protect the revenues imposed upon liquor and 

oheae and to administer the regulatory controls which have been 

mposed by the Congress for the orde rly production, sale, and use of 
these produe ts. 

During the fiscal year 1952, total internal revenue collections on 
liquors amounted to $2,549,119,565. Approximately 68 percent of 
these taxes were obtained from distilled spirits, 29 percent from fer- 
mented malt liquors, and the remaining 3 percent from wines. Col- 
lections of tobacco taxes for the fiscal year 1952 amounted to $1,565,- 
162,382, of which over 94 percent were obtained from the tax on smal] 
cigarettes. Tax collections from both sources exceeded $4 billion. 

The liquor, industrial alcohol, and tobacco industries are large in- 
dustries, the liquor industry alone being composed of some eight seg- 
ments. During the last fiscal year, there operated under the super- 
vision of the Division 246 distilleries, 328 warehouses, 239 rectifying 
and bottling plants, 361 breweries, 802 wineries and blenders, 58 in- 
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The detailed type of control described is limited to plants produc- 
ing distilled spirits and alcohol. If it were not, the present force of 
fourteen-hundred-odd storekeeper-gagers would be entirely inade- 
quate. Premises such as breweries are visited only periodically by 
inspectors, usually once a month, since meter systems established for 
such plants furnish a satisfactory type of constant revenue control. 
Certain types of permittees, such as users of denatured alcohol, are 
inspected only about once a year. Approximately 400 inspectors are 
available for regular plant inspections and such assignments as those 
relating to drawback claims and original investigation of applicants 
for permits. 

Mr. Chairman, just a few words concerning the status of the non 
tax-paid liquor traffic. You will recall that in March 1951, I appeared 
before the Committee on Ways and Means and discussed the bootleg 
situation in its relation to the proposed increase in liquor taxes, which 
the committee then had under consideration. Since that date there has 
been a slight increase in violations. As I advised the committee at 
that time, the organized illicit liquor traffic is confined almost entirely 
to the metropoli its in areas of the east coast and to the Southern States. 
Several well-financed groups are operating on an interstate basis in 
the Pennsylvania-New Jersey-New York-Connecticut area, engaged 
in the production and distribution of high-proof alcohol for beverage 
purposes, Though nearly all of the principals involved have been con- 
victed in cases perfected by the Division, and have served one or more 
terms in the penitentiary, they have been persistent in their operations, 
and effective policing and prosecutions have failed to deter them. 
This type of operation, however, constitutes only a small fraction 
of the prewar traffic in this area. 

The relatively small-scale violator in the Southern States constitutes 
the principal enforcement problem. It is in these States, because 
of the preponderance of low-income groups, which furnish the demand 
for cheap spirits, coupled with the fact that over 40 percent of the 
population is located in local-option counties where taxpaid liquor is 
not readily available, that the Bureau has encountered extreme dif- 
ficulty in controlling the non-tax-paid liquor traffic. Ninety-four per- 
cent of all the stills and mash seized in — fiscal year 1952 was found 
in these States. During the fiscal year 1952, 10,269 illicit stills and 
5,700,000 gallons of mash were ad, 2,183 automobiles and trucks 
were seized, and almost 10,000 persons arrested. These accomplish- 
ments were only made possible through enforcement officers voluntar- 
ily working in excess of 300,000 hours of overtime, without additional 
pay or compensation. 

Mr. Chairman, I have already described the history of the Alcohol 
and Tobacco Tax Division up to the date of the reorganization. Re- 
organization of the Bureau under Reorganization Plan No. 1 of 1952 
did not fundamentally affect the functions and duties of the Alcohol 
and Tobacco Tax Division. The Office of the Deputy Commissioner 
prior to reorganization became the Office of the Head, Alcohol and 
Tobacco Tax Division, after reorganization, with substantially the 
same powers and duties. The various functions of the Division, 
namely, law enforcement, permissive, permit and fair-trade prac- 
tices, and tobacco tax, are administered in the headquarters through 
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branches, as formerly. These functions are all performed under the 
general direction and supervision of the Assistant Commissioner, 
Oper: ations. rr 

Prior to reorganization, the work of the Division was largely de- 
centralized and delegated to 15 district supervisors, who operated 
through a permissive and enforcement branch. The reorganization 
plan abolished the district supervisors and established in their place 
i7 assistant district commissioners, Alcohol and Tobacco Tax 
Division, who, subject to the general supervision of the district com- 
missioners, have substantially the same functions, powers, and duties 
that the former district supervisors had. 

Chairman Kean. May | interrupt you there? You say here that 
you abolished the district supervisors, and then you say that the assist- 
ant district commissioners took their place. I did not quite under- 
stand that. 

Mr. Avis. Mr. Chairman, there are six assistant district commis- 
sioners functioning under the district commissioners: one in charge of 
Alcohol and Tobacco Tax; another in charge of Audit; another one in 
charge of Collections; one in charge of Intelligence—that is, fraud 
investigations—one in charge of Administration; one in charge of 
Appellate. We had 15 of these district supervisors. Under the re- 
organization there was a good deal of change in territory. For in- 
stance, our district supervisor in New Jersey, as you no doubt recall, 
was abolished, and 

Chairman Kean. It was an unhappy situation. 

Mr. Avis. That was necessary in order that Alcohol Tax might con- 
form to the general reorganization plan, which, of course, was formu- 
lated primarily on the basis of income-tax administration considera- 
tions. 

Chairman Kaan. [I still do not understand. You say—and I will 
read this to you [reading]: 

The reorganization plan abolished the district supervisors and established in 
their place 17 assistant district commissioners, subject to the general super 
vision of the district commissioners, 

I see what that is now. 

Mr. Byrnes. I wonder if you could not furnish to the committee a 
table of organization covering the old system and then under the new 
reorganized system, with the titles and what the functions are in each 
of the positions. I think that would be easier for the committee to 
follow. 

Mr. Avis. I believe that Mr. Tobin does have that. I will see that 
he gets it, Mr. Byrnes. 

Mr. Byrnes. I think we would like to have a copy for each of the 
members. 

Mr. Avis. You are concerned merely with the situation as far as 
alcohol and tobacco taxes are concerned ? 

Mr. Byrnes. Your whole Division. 

Mr. Avis. The old set- up as against the new, on one large chart, 
if possible, so that you can look from one side to the other? 

Mr. Byrnes. Give us two charts, with the table of organization and 
what the functions are. 
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| will also try to give you the area. Your State, 
till in the Chicago district, which is now Illinois and 
( . and before the reorganization it used to be Indiana, Lil 
mid Wisconsin. Indiana is now part of the Louisville district 
Mr. Curris. Your title is Commissioner, is it not ? 
Mr. Avis. My title is head of the Alcohol and Tobacco Tax 
Hivision. 
Mr. Curtis. Under you there are six district commissioners ¢ 
M . Avis. No, . ‘J here are Six divisions in the Washington head 
quarters that operate under the Assistant Commissioner for Opera 
tions, Li) vn case IT administer the liquor and tobacco 
in a policy-making and procedural-making 


bisili 


far as the field offices are concerned. 
ict commissioners report directly to the Assistant Com 
sioner, Operations, and not to me. 
Mr. Curris. But all six of them are located in Washington, are 
they not? 
Mr. Avis. Yes. The division heads, now, you are talking about, 
under the Assistant Commissioner, Operations. 
Mr. Curtis. Yes. 
Mr. Topix. Sir, there are 17 districts in the country, and each is 
ded by a district commissioner; and under each district commis 


there are six assistant district commissioners, one of which six 


each of these 17 districts is in effect a former district supervisor / 
\ir. Avis. But now has the title of assistant district commissione) 
Mr. Curtis. Give me an illustration. Where is one of these di 


trict offices located 7 


Mr. Avis. Do you want to take your State of Nebraska ? 

Mr. Curtis. All right. 

Mr. Avis. That office is located in St. Paul. 

Mr. Curris. What is the title of the man who runs the St. Paul 
office / 

Mr. Avis. The district commissioner, and he has jurisdiction ovet 

» States. 

Mr. Curtis. He is a district commissioner 7 

Mir. Avis. Yes 

Mr. Curris. How many district commissioners are there in thi 
Lnited States / 

Mr. Avis. Seventeen, sir. 

Mr. Curtis. Then who are the principal officers under him ? 

Mr. Avis. He has six assistants, one of which is an assistant district 
commissioner, alcohol and tobacco tax, who has substantially the 
ame functions as the former district supervisor had in the Alcoho 
Tax Unit. 

Mr. Curtis. What are the other five? 

Mr. Avis. Audit; collections; intelligence and fraud; appellate ; and 

dministrative. 

Mr. Curtis. In regard to the other five that you have just mentioned, 
do they have general duties pertaining to all taxes,.or are they i 
charge of those activities with reference to alcohol and tobacco only : 

Mr. Avis. They pretty much have jurisdiction as to all taxes wit! 
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exception of aleohol and tobacco tax, In other words, youl alco 
ind tobaeceo tax — 

lr. CURTIS. That is what Lam vetting at. ‘These district commis 
rs are men who are in charge of the whole revenue / 

iv. Avis. Exactly; yes, sir. 

Ir. Curris. Income tax, individual tax, corporate tax, and all of 
sort of thing / 
Avis. Exactly, sir. 
. Curris. But in the district office, let us take St. Paul, there 
mad charged W ith al ohol and tobaceo tax ¢ 

Mr. Avis. Exactly. 

Mir. Curtis. And his title is assistant district commissioner ? 

Mr. Avis. Yes. And he has line authority insofar as administering 

dustry is concerned. , 

Vow, the situation with reference to aleohol and tobacco tax is dif- 
t insofar as the other taxes. The jurisdiction as to other taxes 
been placed primarily at the director-of-revenue level, but be- 

se the liquor and tobacco industries are concentrated, and because 

ere IS ho need for establishing in each director of revenue’s ollice a 

muplete setup for servicing the industries, we have maintained the 

pervision and the regulatory functions at the district commissioner 
evel in charge of an assistant district commissioner, alcohol and to 
ico tax; because, in other words, you have only 17 people issuing 
mits, instead of 64. You do not need that structure down at the 
rector’s level, and there is no use to impose that cost on the taxpayers. 

Mr. Curris. Is there an office or an officer located in each of the 
States, as such, charged with administration of the alcohol tax / 

Mr. Avis. Only insofar as the police functions are concerned. For 
nstance, in your State of Nebraska, we have the director there. He 
has the head of the Aleohol and Tobacco Tax Division, but his fune 
tions are limited to the law-enforcement function. In other words, it 
s the prevention and checking of the illicit violations, and the inspec 
tion of retail outlets. All other functions are performed up at the 
district-commissioner level. 

Mr. Curtis. So far as the collection of taxes is concerned, and so 
far as having these men in the distilleries, locking and unlocking doors 

| faucets. and so on, and so far as these men are concerned reading 

ters in breweries, vou do not operate on a State basis, but you 
operate on a basis of 17 districts ? 

Mr. Avis. That is right, sir. Of course, the directors do sell the 
tamps, and they actually cellect the tax and sell the stamps, but they 

not regulate or supervise the legitimate industry. 

Mr. Curtis. You mean, by the director, the director of revenue ? 

Mr. Avis. Which corresponds to the former collector; yes, sir. 

Mr. Currts. But so far as your principal setup is concerned, it 

sregards State lines ? 

Mr. Avis. It does, sir; yes. The district is in one or more States, 
for the most part. Of course, in New York City we have a district in 
tself there, a district commissioner district. 

Mr. Currts. Each of those 17 men are called assistant commis- 
/ 


oners ¢ 
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Mr. Avis. Assistant district commissioners, alcohol tax. They re 
ort to the district commissioner, who has over-all tax jurisdiction in 
his district of all taxes. 

Mr. Curtis. Under the assistant district commissioner of alcoho 
and tobacco tax, what are the names of the principal officers in th 
higher bracket of supervisory capacity ? 

Mr. Avis. They have a head of the Permissive and Enforcement 
Branch; and then on the permissive side we have the Chief of th: 
Inspection Section; and under him, in the large districts where w: 
have a great deal of storekeeper-gager operations—for example, ii 
Louisville, we probably have 450 storekeeper-gagers—we have a chief 
of storekeepe r-gagers. 

I beg your pardon. Mr. Serr points out that I neglected to mentio 
the chief of the bonded accounts, which is our auditing operation of 
all of these reports that we get from the plants. 

Mr. Curtis. So in comparing the number of men in the top echelon 
who would supervise the people in the field, that varies from district 
to district ? 

Mr. Avis. That is true. In some districts where we do not hav 
very much of a permissive problem, we would not have as many per 
missive supervisors. 

Mr. Curtis. What is a permissive problem ? 

Mr. Avis. That is your tax problem, your regulatory problem, you 
regulation of your industry; that is what we refer to generally as th: 
permissive side, that is, distinguished from the law enforcement. 

Chairman Kran. Along that line, these 17 various districts—are 
they all on a standard? That is, does the topman in every district 
receive the same pay ? 

Mr. Avis. No, sir. 

Chairman Kran. They are classified differently ¢ 

Mr. Avis. Depending upon the job they have to do. For example, 
take in the Denver district and the Seattle district, the problem there 
does not correspond to the Louisville district, for example, which is a 
large distilling center, and in Indiana and Kentucky, and consequent], 
they are not graded as high. 

Chairman Kran. You still have the same title, but not the same 
grade and salary? 

Mr. Avis. That is right, sir. 

Chairman Kean. And the staff is much smaller in one area than in 
another? 

Mr. Avis. Much smaller, and that applies to rank and file, of course, 
as well as to intermediate supervisory positions. 

Chairman Kran. The only reason some of these areas exist are 
for geographical reasons, and otherwise you would probably make 
it a lot bigger to cover more territory; but for geographical reasons 
you have to bunch them close together, some of the smaller ones? 

Mr. Avis. That is true, sir. 

Mr. Curtis. I have one more question. What type of alcohol and 
liquor tax problem would be referred to the Bureau of Internal 
Revenue generally, and not be confined to and finally disposed of in 
the Alcohol and Tobacco Tax Division ? 

Mr. Avis. I do not believe there is any. 
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One of my assistants refers to policy and personnel, and of course, 
inder this new structure, we are concerned here in Washington, as I 
pointed out, largely with policy and in administering the “industry, 
rather than directing the personnel. That is left primarily to the 
district commissioners or, rather, the assistant district commissioners. 

Mr. Curtis. An alcohol tax matter that would go to the Appeals 
Section—— 

Mr. Avis. There is just no such thing. That is where this structure 
differs. 

Let me point this out now: Your income tax is 100 percent volun- 
tary tax, and your liquor tax is 100 percent enforced tax. Now, the 
situation is as different as day and night. Consequently, your same 
rules just will not apply, and therefore the alcohol and tobacco tax 
has been handled here in this reorganization a little differently, be- 
cause of the very nature of it, than the rest of the over-all tax problem. 

Mr. Curtis. In other words, the alcohol and tobacco tax setup, 
while it is a part of the Bureau generally, has more or less an au- 
tonomy of its own, with the power and authority vested in it; is that 

o ht ? 

Mr. Avis. I think that is a fair statement; yes, sir, Mr. Curtis. 

Chairman Kran. How about legal matters; does the counsel of the 
Bureau advise with you? 

Mr. Avis. Well, we have an Alcohol and Tobacco Tax Division 
counsel, and he reports to the Chief Counsel of the Bureau, and he 
s part of the general counsel’s setup in the Treasury. But for con- 
venience, so that when I get a problem, for example, over the tele- 
phone and it is a question of whether a big factory or a plant’s opera- 
tions are to be set up, I can grab my lawyer across the hall and find 
out what the law is, don’t you see; and he, for convenience, is located 
right in the adjoining suite to me here in ernest And the same 
thing applies in the field. In other words, it is a specialized field, 
and the lawyers that service alcohol tax are generally attached to the 
assistant district commissioner’s office, as far as space is concerned. 
They still — to their boss, who is the divisional counsel. 

Chairman Kean, There is a lawyer in every one of the 17 areas? 

Mr. Avis. Yes. 

Chairman Kran. He is under the lawyer who deals with you, who 
is under the man in Mr. Davis’ office at the moment, who is under the 
man in the Treasury Department ? 

Mr. Avis. That is Mr. Tuttle; I think he is the new man. 

Mr. Curtis. But your lawyers are confined to problems relating 
to alcohol tax and tobacco tax? 

Mr. Avis. Yes; because it is so highly specialized, sir. 

Mr. Chairman, I think we have covered the rest of my statement, 
but I will read it. 

The reorganization plan abolished the district supervisors and estab- 
lished in their place 17 assistant district commissioners, Alcohol and 
Tobacco Tax Division, who, subject to the general supervision of the 
district commissioners, have subst: intially the same func tions, powers, 
and duties that the former district supervisors had. All tax and 
regulatory field functions, including the servicing of the industries, 
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are maintained at the distri t-coniliissioner level. The prineipa 
change made in » field or: ganizu t1i0n Was to pier e the strictly polic 
activity, incl Fe the imspection oft retail liquor dealers, under t! 


immediate supervision of the directors of internal revenue. 


Mr. Chairman, I appreciate that alcohol and tobacco tax adm 


tration Cah be lhhnproved. Since pecominyg the head of the Division, 
t has been mv | hiey d constant endeavoi to improve it. It will be 
my purpose (oO ) 1 ite with the committee in every possible Wa\ 
Phe Bureau will welcome all constructive criticisms from this com 
mittee, and I can assure vou that the recommendations ot the com 


mittee will be given open-minded and conscientious consideration. 

Chairman Kran. Does that end your statement ¢ 

Mr. Avis. It does, sir. 

Chairman Kran. You say the principal change made in the field 
organization was to place the strictly police activity, including th 
ary We TH of retail liquor dealers, under the immediate supervision 
of the directors of internal revenue. 
ey the director of internal revenue 


/ 





is not in any way under you, 
S he 

Mr. Avis. I, of course, can give direction to the directors of internal 
revenue through a delegation which in turn has been given to me 
through the Assistant Commissioner, Operations. I operate, however, 
insofar as the district commissioners and directors are concerned, 
through the authority of the Assistant Commissioner. 

Chairman Kean. Why was that done? 

Mr. Avis. That is one of the changes that has been made unde 
this reorganization, Mr. Chairman. Before the reorganization, you 
had direct-line authority from the six deputy commissioners in Wash 
ington, you see, to six separate field installations. Now those six sepa 
rate field installations have been grouped under the directors of rev- 
enue for the most part, w ith the exception that is made in the case of 
alcohol and tobacco tax as far as the industry control is concerned; 
and at the district-commissioner level they have again been grouped. 
In Washington he re, they have ee grouped—and Mr. Winkle likes 
to describe it a L partne rship—where he is Assistant District Com 
missioner and i has complete over-all jurisdiction of each of his 
division heads, who are specialists in a given field of activity, and 
functions in a policy and procedural capacity largely. 

Again, because of the very nature of a regulatory agency, some 
body has got to have author ity toa dminister this industry, and unde1 
a delegation that has been given to me as head of the Alcohol and 
Tobacco Tax Division— 

Chairman Kran. It seems to me sort of peculiar to have this taker 
away from you here, and give it to—is he the man who runs what we 
used to call the revenues—give it to him to go out and see the still ? 

Mr. Avis. He is the boss, but under him he has the head of the Al 
cohol and Tobacco Tax Division, who is our former investigator in 
charge, who knows the problem in his district and who deals with it 
in much the same way as he did before. But that is the only way 
that you can group, Mr. Chairman, if you are going to have one 
man control at the director level, at the local level, if you are going 
to have one-man control at the district-commissioner level, it has got 
to be done by this type of process. Now, you can make arguments 
as to which is the most effective, and we tried the other system and 
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we have reorganized and are proceeding under one-man control, 
it the local and district-commissioner level. 

Chairman Kran. In this actual enforcement, the director cooperates 
the State authorities 4 

Mr. Avis. Yes, sir. 

Chairman Kran. Most of the work in discovering these stills 

e through the State enforcement agencies, 1s it; or 
i¢h the Federal agency / 


is it clone 


Mr. Avis. In the South, where we have the more prolifie violation, 
pretty much a dual operation. We have a very close working 
ration with the States, and there is a different type in each State, 
pending upon what we can work out. In some States we pair a 
with the State man, and that means only one automobile. Either 
stand the expense or t he State stands the expense of the car. Many 
of those cases are, of course, taken into the Federal courts, because 
uch better results can be secured there: and some States do not even 
ive laws which would permit the prosecutions. 
Chairman Kran. You say the South. How about New Jersey / 
Mr. Avis. In New Jersey, there our operation is, I would say, of 
somewhat a joint character, close cooperation between the State be 
erage division and our head of the Alcohol and Tobacco Tax Division 
the director’s office there. 
Chairman Kran. | understand there were a couple of quite big stills 
ately discovered in New Jersey. 
Mr. Avis. I do not know about the second one. We seized here 
bout 2 weeks ago a good large plant in New York and one in New 
Jersey. Now, it is possible that both of those were in New Jersey, 
ut 1 am inclined to think that one of them was over the line in New 
York. However, they were large plants, and we did effect seizures. 
| could not say offhand whether we had State cooperation in those 
ises, or not. 
Chairman Kean. You do not think that if the States were prac 


cally given the police power entirely, that they would handle it 
ifficiently 4 


Mr. AVIs. I doubt it. 


I think past history would be to the con 
rary, sir. 


Mr. Tosin. Mr. Avis, would you identify the gentlemen who are 
with you, please ? 

Mr. Avis. This is Mr. Ritter. He is the assistant head of the Legal 
Section of the Alcohol and Tobacco Tax, of the General Counsel's 
Office. 

This is Mr. Huntington. Mr. Huntington is in charge of our Permit 
ind Fair Trade Practice Division, which has to do with the admin 
stration of the Federal Aleohol Administration Act. 

This is Mr. Serr, who is technical adviser to the head of the Divi 
on, and who deals with a variety of subjects, including appearances 
before parernenane) committees on technical matters that I do not 
uncerstand,. 


Mr. 'Tosty. I think it would be helpful to the committee if we could 
go over in a little more detail some of the functions of your Division. 


and then identify which branch 


es of your Division are responsible for 
each of these. 
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Would you state for the record, please, what are the various taxes 
on alcohol that you are charged with the collection of ? 

Mr. Avis. Well, of course, there is the distilled spirits, wines, malt 
beverages—that is beer; and, of course, there is the rectification tax, 
which is applicable in the case of distilled spirits and wines; and then 
there is the occupation and special taxes. 

Mr. Torrtn. The distilled spirits are customarily referred to as 
whisky, gin, and things of that kind? 

Mr. Avis. That is right. 

Mr. Tostn. That is the $10.50 per 100 proof gallon ? 

Mr. Avis. That is right. 

Mr. Torin. The malt beverage taxes are substantially less tha 
that ? 

Mr. Avis. They are very small in relation. 

Mr. Torstn. The same with the wine? 

Mr. Avis. That is right. 

Mr. Torry. With respect to the legitimate liquor industry, I think 
the committee would be interested in knowing the way in which you 
insure that the ¢ oe nment’s revenue is collected. You begin this, as 
I understand it, by a detailed control of the product from the time it is 
first produced: is that right? 

Mr. Avis. That is correct, ves, sir. 

Mr. Tostn. What control do you have over the plant layout of thi 
manufacturer, or the distiller? 

Mr. Avis. As I pointed out, the storekeeper-gager is the boss, and 
he carries the keys, and more or less controls the operation. Of course, 
he confines himself merely to determining that the plant is run in 
accordance with the law and regulations, and that the tax is collected. 

Mr. Tosrn. Is the physical layout of a distillery or a winery subject 
to approval by your office? 

Mr. Avis. It is, ves, sir; and it is a very complicated operation. 

Mr. Tostn. So that a man who wants to engage in a distillery has 
got to describe in detail, to your satisfaction, even how he will set up 
the plant? 

Mr. Avis. The plans, and all of that; and in fact, you might be 
interested to know that in the early days after repeal, we had to point 
out to some of the new people in the industry that the plants that 
they were putting up would not produce spirits, and many of them had 
a great many headaches about it. We tried to guide them so that they 
would produce economically and profitably. 

Mr. Tortn. Your control of the permits extends even to such things 
as the color of the paint that is used on pipes, and things of that ee 

Mr. Avis. That is merely for identification purposes, because, as I 
say, it isa complicated process, and you have got a lot of pipes; aa if 
you do not have them painted, even the experts cannot tell or under 
stand the operation. I think the committee might like to go through 
the Calvert plant out here in Relay. It is on the way to Baltimore. 
You have all seen it off the road there, and it is what I would call a 
medium-sized plant. It would give you a very fine insight into that 

distilling operation. 

Mr. Torstn. After whisky has been produced, it is placed in ware 
houses for storage, and those are also under your control? 
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Mr. Avis. Exactly, yes, sir. 

Mr. Tostn. And what if the owner of that whisky wishes to with- 
draw the whisky from a warehouse; is he free to do so? 

Mr. Avis. He is free to do so, but he, of course, has got to conform 
entirely to the regulations and pay the tax. 

Mr. Tosrtn. So that he is not free to withdraw the liquor from the 
warehouse until the tax is paid ¢ 

Mr. Avis. Oh, no. That warehouse is under lock and key which is 
in the possession of the storekeeper-gager. In other words, the ware- 
houseman does not have the key to his own premises, and he cannot 
get in them. 

Mr. Tosrn. You also impose quite detailed record-keeping require- 
iments on persons in the legitimate industry, do you not! 

Mr. Avis. That is necessary because our audits start with the raw 
material, and it is necessary that our reports and requirements be 
quite extensive. 

Mr. Tosrn. With respect to a wholesaler, for example, what kind 
of records must he keep for your use ¢ 

Mr. Avis. A wholesaler, of course, must qualify under permit. After 
he qualifies, he keeps what is called a 52-A and B, and that is a record 
of the liquors which he purchases and which he gets, and the liquors 
which he sells. By that process we are able to trace shipments. 

Of course, the cases bear serial numbers, and those serial numbers 
are placed upon the 52 records, and by that process we can control it. 

Mr. Tostrn. In addition to your control on the manufacture and 
distribution, you also have control over certain aspects of the pro- 
duction of raw materials which are used by the industry, do you not? 

Mr. Avis. Yes. I do not know whether you refer to this, but we also 
have regulations which permit us to require certain reports with refer- 
ence to materials such as sugar and molasses used in the production of 
non-tax-paid spirits, and that is to aid us in controlling and identify- 
ing the sellers as well as the purchasers of that type of commodity. 

Mr. Tosrn. So that with respect to tax-paid alcohol, you have quite 
effective control over it from the time it first exists, until it leaves the 
wholesaler; and when it leaves the wholesaler, you know where it is 
going from there; is that right ? 

Mr. Avis. Yes, that is right. 

Mr. Tosrn. And the tax is paid on that? 

Mr. Avis. From the production to consumption—I mean, until it is 
sold for consumption. 

Chairman Kean. You follow it from the wholesaler, and he tells 
you which retailer he sells it to; and from there on, you are through ? 

Mr. Avis. There we are through. 

Chairman Kean. You do not find out how much liquor I buy ? 

Mr. Avis. No. Of course, the retailer pays occupational tax, and 
he is subject to inspection, and he has got to keep certain records, 
Now, if he sells more than 5 gallons—in other words, he engages in a 
wholesale transaction—and you go in there and buy three cases of 
liquor from him, he has got to put your name down and your address. 
But if you buy a couple of bottles or a lesser quantity than 5 gallons, 
then he does not. 
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Ka N How l uch is 5 callons. how many ceases is that 
It runs about 2.4 gallons to a case, and so it is over ft 


r. Torry. With respect to vour attempt to control the illegal liqu 
from the viewpoint of the revenue, what penalties are thi 
ava lal le for enforcement by the United estates, for violators ¢ 
Mr. Avis Tell, the penalties are heavy, and it is a question of 
he courts, of . impose them. In the South, why. 
he lenient than thev are in this « 


for th it—they are low l 


e Jaws relating to | 


violati 
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Kean. There have been some statement made 
‘ople in the industry that the percel tage quite 


rei . 5 =% ‘ 
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han prohibition and there more on-tax paid be 


ed than tax-paid. But those statements just will not 
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rhaan KEAN, They talk 


stand 
ome $200 


Mr. Avis. That I would say is very 
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try probably contributed largely to their being the patrons of the 
illicit trade, it is a cheaper product ? 

Mr. Avis. It is. 

Mr. Kine. That reminds me of an article that I read in the Satur- 
day Evening Post 2 or 3 years ago where a man of quite some means 
in our country had been assigned to the New York area on behalf of 

the War Department. It was quite a problem to the man. He was 
interviewed by a reporter, at the time he had finished his assign- 
ment to return to his home among the Southern States. He was asked 
to comment about his relationship with the northern people and he 
thought they were fine, much better than he formerly thought before 
he traveled to the North. He stated at the same time one of the most 
disagreeable things he had to face in the North was Government liquor. 
He couldn’t stand it. 

I thought perhaps if the legitimate field would make a higher quality 
product it would help toe liminate this illicit trade. 

Mr. Avis. Mr. Congressman, the industry has endeavored to meet 
that demand by a product they sell known as corn whisky. I don’t 
know whether it is not a very good facsimile or what the problem is, 
but it has not sold very well. ‘Nevertheless, the »y have endeavored to 
duplicate it as far as possible and it is available and I think at a little 
bit cheaper price than good bourbon. 

I certainly thank you for your statement, Mr. Congressman. 

Mr. Boaes. It is a good bit higher than southern corn. 

Mr. Avis. That is true, sir. 

Mr. Kine. It is still an economic problem. These people buy it 
because it is cheaper. 

Mr. Boces. You have most of this trouble in the mountains, don’t 
you, in Virginia, North Carolina, Georgia ? 

Mr. Avis. That is true. The mountainous area and very little in 
the State of Louisiana, sir. 

Mr. Boags. Thank you very much. I was about to resent this gen- 
tleman’s condemnation in the use of the word “southern.” 

Mr. Avis. I think perhaps the judges in the early days following 
repeal may have had something to do with discouraging the manu- 
facturing in Louisiana. It really acted as a very definite deterrent. 

Mr. Bocas. You mentioned in your statement there had been a slight 
increase in bootlegging since the Revenue Act of 1951. How much has 
that increase actually been? 

Mr. Avis. We gage it largely from the increase in seizures, the fact 
that we make more cases with the same number of men in the same 
areas, and from our observations. I don’t have the figures broken 
down on the basis since the last tax increase in November 1951, but 
there was an increase in the fiscal year 1952 over 51. For the first 
5 months in 1952 compared with the first 5 months in 1951, an in- 
crease of 2,300,000 over 2,100,000, about 200,000 gallons of mash. 

Mr. Serr. This is July 1 through November 30, 1952. 

Mr. Avis. In other words, July 1, 1952, to December 31, 1952, 
compared with a similar period last year, about 200,000 gallons more 
mash in the 6-month period. Of course, this latter period was the 
one which involved the tax increase. 
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Mr. Boacs. What percentage would that be, approximately ? 

Mr. Avis. About 10 percent. 

Mr. Bocas. That is all. 

Chairman Kran. Mr. Curtis? 

Mr. Curtis. Based on these fiscal 1952 figures, you have almost 
{.200 employees in Washington and in the field. 

Mr. Avis. That is right. 

Mr. Curtis. 4,177. 

Mr. Avis. That is right, sir. 

Mr. Curtis. Are those under civil service? 

Mr. Avis. Yes, sir. 

Mr. Curris. What are the grades required in the top positions ? 

Mr. Avis. Grade 15. I am not speaking of the field now. Grade 
1 and grade 14 for assistant district commissioners, depending on 
the district and the problem connected therewith. 

Mr. Curtis. Now, what sort of a job would a grade 12 and 13 have? 

Mr. Avis. The Chief of the Inspection Section, for example, would 
be in grade 12 in practically all districts. In Louisville I think it is 
13, but there we would have as many as 500 employees working under 
his direction. 

Mr. Curtis. Working under his supervision ? 

Mr. Avis. Yes. In most every other district it is grade 12. He is 
the man that has to do with the inspection of the plants, that is, the 
supervisory inspection, that has to do with the inspection of the plant 
and the direction of the storekeeper-gagers. 

Mr. Curtis. What is the salary paid to a grade 12 man? 

Mr. Avis. Between $7,000 and $8,000. 

Mr. Curtis. The vast majority of your employees are, of course, 
below the grade 12? 

Mr. Avis. Yes. In fact, most of them in grades 7 and 8, store- 
keeper-gagers, and most of them are in grade 7. The storekeeper- 
gager in charge of the plants—we might have as many as 15 store- 
keeper-gagers working under him—would be in grade 8 or 9. Most 
of the investigators for the most part are in grade 8. 

Mr. Curtis. I realize a supervisory position is a sort of relative term, 
but if you were going to arbitrarily fix a line on the basis of grades 
as to where the supervisory personnel started, would you fix it at 
10 or 12, or where ? 

Mr. Avts. Ten or eleven, I would say. Your heads of the Tax Divi- 
sions in your directors’ offices are in grades from 10 to 12, depending 
again on the problem in the area. 

Chairman Kran. Mr. Avis, our general regulations here are that 
no photographs be taken during the hearing, but they may be taken 
before the hearing. The photographers have just come in. Would 
you have any objection to their taking your picture? 

Mr. Avis. Not if you don’t, Mr. C hairman. 

Chairman Kran. In this case, at this time, on account of the fact 
they came in late, it is O. K. 

Mr. Curtis. Mr. Avis, of these 4,177 employees or thereabouts, 
roughly about how many of them would have a grade 10 or higher? 
It doesn’t have to be accurate. 
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Mi é AY Is. Lhe oreat majority would be under grade 10. You see, we 
have, for instance, 1,412 storekeeper-gagers. Those are in grades 7, 
s, and 9. Most of them in grade 7. We have 850 investigators and 

t of those are in grade 8, with a few, maybe 150, in grades 9 and 
By this process, then, you have 499 inspectors which are in grades 











Mr. Curtis. Would you say there are probably 500 with grade 1 
or thereabouts ¢ 

Mr. Avis. Mr. Serr says not. 

Mr. Serr. I would say 75. 

Mr. Curtis. About 75 grade 10 or above? 

Mr. Serr. That is right. 

Mr. Avis. In all our field offices? There must be more than that. 
Phis is one of those things, you can see why I am hesitant to guess 







avo this thine. I would be olad to pl xluce the figures here. 

Mr. Currits. Here is what I want. You suggest it might be 75 o1 
it might be twice that. 

Mr. Avis. It might be twice that. 

Mr. Curtis. When you appear in executive session, if it is not too 
great a bookkeeping burden, I would like to have a list of all employees 
of grade 10 or higher who have been placed in the particular positio1 
they now hold since October 1, 1952. 

Mr. Avis. No, Mr. Congressman, the difficulty there that I have is 


that we have been reorganized, and it is a question of whether or not 



















want evervbody listed or whether you want just those whose job 
anged. We have changed titles: in some instances the jobs haven't 


changed. I know what you are trving to get at. but it is difficul 


‘'t that we have undergone this reorganization and 


URTIS Frankh | want to know who those individuals a 
who have been put in these top jobs of 10 or higher grade since 
(ctober 

Mr. Avrs. In most instances, of course, that involves the promotion 
process. A man, for example, would be in grade 13 and he would be 
promoted to grade 14. One in maybe 12 would be graded from 12 to 
14, depending upon the man’s qualifications and all. Then we have 
had some reclassifications involved here. But I will get this up for 
vou in as understandable a way as possible and explain every move 
that has been made in detail for vou, if that is what you want. 

Mr. Curtis. That is what I want. 

Chairman Kran. Mr. Byrnes? 

Mr. Byrnes. Mr. Avis. as I understand it. you have two basic eate 
vories that are under your jurisdiction, one had to do with the collec 
tion of the tax, various taxes that are imposed, and the other area 
might be described as the social aspects of liquor control. 

Mr. Avis. That is correct. 

Mr. Byrnes. What overlapping is there as far as the use of person- 
















nel. as between the ac omplis| ments of these two objectives ? In othe 
words. to pul it another way, do those people who have anything to 
do with the enforcement of the social asper ts of liquor control have, 
on the other hand, anything to do with the collection of the taxes or do 





they contribute in any way tothe enforcement of the tax ¢ 
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mat Avis. If you don’t mind, I am going to ask Mr. Huntington to 

‘that. I can answer that, but I believe he can do a better job 

ce ITean. He has worked on memorandums dealing with that 
subject. 

y course there was a proposal on the part of the Seeretaryv of the 

isury, you remember, about a vear ago, to transfer that ‘a tivity 
out of the Treasury Department and the various trade associa 
s within the industry did a lot of work on it. They submitted a 
elaborate memorandum to the Secretar v of the Treasury which 
eve Mr. Tobin has, which IT would commend to the reading of 
member of the committee dl it is a very excellent presenta- 
of the whole industry. ‘ 

\fr. Byrnes. It seems to me that isa subject matter that is certainly 
n the purview of this committee and it is one of the things that 
committee will probably enter into in considerable detail since 

ere are these recommendations for a pretty basic change in your 

perations. 

Mr. Avis. That is true. and Mr. Huntington will be glad now to 

cifically answer your question. 

Mr. Byrnes. Fine. 

Mr. Huntrneron. There is no overlapping, Congressman, I would 
mit rather a combination of functions. These functions — ious 
; Mr. Avis pointed out, were performed bya separate agency mn the 
ury Department, a comparatively small agency, and they were 
cohe too effectively because ot lack or pe I's mnel. nen they have 
combined, we have available to us all of a: men in the real 

lor example, tis store keeper wagers, or le be ing sti itione d in 
lants to guard the revenues, serve the additional function of label 
ement. Centrally here in Washington we approve all labels that 
Kvery label place don a bottle must be covered by a a certifi- 

bel of; pproval which we issue here, but the st 
plant see that th 1e lab 1 | to be used is so cove red The 
it the product going in the bottle is correctly deseribed. He sees 

t the formula has been approved for it. If it is whisky, we have 

proved that formula also in Washington, and we have tied that up 
th a specific label. So that, without any additions 7 perso nnel, we 


rform that label-enforcement function very effective lv—more effec- 


orekeepel vagver 
1 ] | : 
i he also sees 


) 
Ce 
iF 
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y, I think, than any other Federal labeling function is performed. 


We think at a minimum of additional expense we are pel forming 
se regul itory duties here in the \leol land ‘Vobaeco Tax Division 
ere it perhaps would cost an additi aaa $5 million if they were 
rformed by a separate organization. 
\Ir. Byrnes. Are you referring how just to this l ibeling process or 
of the social soween 
Mr. Huntine All of the ings labe ling, advertising, traqde- 
tice contro r, gene rally. 
Mr. Byrnes. This secaaceiielis control, that has to do with your 
ed-house” sales ? 
Mr. Huntineton. And so-called tied-house provisions—commer- 
al bribery, consignment sales, various phases of unfair competition 
h have an antimonopolistic purpose as well as a social purpose. 
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Mr. Byrnes. To what extent do those who are enforcing the reve- 
nue-collection aspect of the functions of this agency assist in the 
enforcement of those trade practices ? 

Mr. Huntineton. The inspectors going about their periodic inspec- 
tion, which Mr. Avis referred to—wineries, breweries—make checks 
there to see that the labels in use, for instance, are covered by certifi- 
cates of approval by inspecting their records to see that the wine that 
went into the bottles was correctly described. They also make investi 
gations of some trade-practice violations, although our investigato. 
also perform those functions. 

Mr. Byrnes. For instance, an inspector that is checking on a plant 
would h: me m wach to do with whether they are tied-in sales or some 
of these other fair-trade a more or less, that you regulate. 

Mr. Huntineron. I wouldn’t be so likely to discover that. Most 
of the “tied-house” violations and the tie-in sales reach us in the for 
of complaints from competitors 

Mr. Byrnes. You use your own men for that? 

Mr. Hunrineton. Yes, sir. 

Mr. Byrnes. Assigned to your particular section ? 

Mr. Huntincron. No; the fieldmen that are out in that area, the 
inspectors who are investigators. The assignment goes to the district 
office and is given tothe man in that area. 

Mr. Byrnes. The same people that are also inspecting for revenue 
purposes ¢ 

Mr. Huntington. Yes. In my particular division I have no field 
force. We have a very small st: aff of j just about 22 people that act ir 
a supervisory capacity. All of these field functions are performed 
through the same personnel which also performs the tax-collection 
and tax-enforcement function. 

Mr. Byrnes. In other words, as far as you can see, there is an eco- 
nomic advantage of having the fair-trade enforcement tied in with 
the tax-collection aspect ? 

Mr. Huntrtneton. Very definitely. The two questions are very 
closely related, and we feel that only an agency that is exercising this 
close supervision that Mr. Avis described for tax-collection purposes 
is in a position to understand the problems of the industry generalls 
and intelligently administer a control statute. We had in the old 
FACA days a small force of about 200 people, an appropriation of 
about a half-million dollars, and an investigative force of only 25 
men, the function of which was to investigate permit applicants, in- 
vestigate all violations of law, and it is obvious that it could not per- 
form effectively. With a lesser cost to the Government than that, 
by combining the two functions, we think we are able to do a much 
more effective job, and we think, too, that we avoid a great many 
conflicts in exercising controls over individuals that might result from 
two agencies exercising control. 

Mr. Byrnes. You don’t agree with the recommendation of the 
former Secretary of the Treasury. 

Mr. Hunrrneton. I do not, sir. I might say in the old days I took 
the opposite position. We were afraid that by consolidating or inte 
grating these functions the social control might be subordinated to 
revenue considerations and eventually would be lost track of. But 
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am happy to say that after 12 years of experience that has not 

urred. Weare doing a better job on that. 

Mr. Byrnes. I would like to inquire just briefly on the general 
ispect of penalties imposed for violations of various regulations of 
this section. If there has been a criminal violation of the Internal 
Revenue Code, that follows the regular procedure of all tax divisions: 
s that correct ? 

Mr. Huntinoton. That is correct. 

Mr. Byrnes. That is not true as far as violations of your regula- 
tions relating to fair-trade formula; is that correct ? 

Mr. Huntinetron. That is true. The penalties provided there are 
prosecution with a fine up to $1,000, a compromise up to $500 for each 
offense, or revocation or suspension of the aes permit. 

Mr. Byrnes. How are those penalties—in other words, what is the 
administrative machinery that you have? As I understand it, for 
the most part they are imposed administratively rather than going to 
court and having the court pass sentence and assess a penalty. “You do 
t administratively ; is that correct ? 

Mr. Huntrneron. Yes. If a violation is serious and willful, the 
appropriate penalty is proceeding against the permittee, which of 
course is a serious thing. It means putting the firm out of business, 
at least for a period. It may mean the business’ death. We are wise, 
of course, to give him his day in court, to give him a hearing. 

Mr. Byrnes. What is the day in court ¢ 

Mr. Huntrneton. Administrative proceedings. The assistant dis- 
trict commissioner brings those proceedings. The man is given an 
opportunity to be heard; a record is made of the hearing. It is heard 
before one of our hearing examiners, and a decision is made by the 
assistant district commissioner as to what penalty to impose after the 
evidence isin. That decision may be appealed, first, to Mr. Avis, if it 
is a decision to suspend or revoke, or it may be appealed directly to 
the United States circuit court of appeals. 

Mr. Byrnes. Are these open hearings or closed hearings? 

Mr. Huntineton. They have been what we have regarded as more 
or less closed hearings. But we are now providing records subject 
to inspection for a year of all hearings on permit cases, both on the 
proposed denial of permits and on suspension cases. 

Mr. Avis. I might say, Mr. Congressman, that they were closed; 
they are now open. 

Mr. Byrnes. Are they open to anybody ? 

Mr. Avis. Open to anybody. 

Mr. Byrnes. For 1 year? 

Mr. Avis. The reporters can come in and sit there just like they 
are at this hearing. 

Mr. Byrnes. At the hearing? 

Mr. Avis. Oh, yes. We issued regulations here about 3 months 
ago. 

Mr. Byrnes. Now, do you have any rules of thumb or precedence or 
anything which give you any assurance that for the same offense 
the same penalty will always be imposed? I am not referring now to 
revenue cases necessarily, but you also I understand have a ‘Tight to 
impose a monetary fine, so to speak. 
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orm and sends it to the district office. They in turn forward it to 
s for approval here. 
Mr. Byrnes. I am thinking more of a case where there has been a 
mplaint of some violation. You send your inspectors out to build up 
ise. You find there was a violation—none of this voluntary dis 
osure or anything else. Does he then, after he has had a hearing, 
iv, “Well, I guess you have me, I will make an offer of $500 and we 
llealliteven” ? 
Mr. Huntrineron. He has that privilege In any case before the sus 
pension is ordered or even after he is advised that his permit is to be 
ispended. That may be accepted or rejected at the discretion of the 
r in the field or after consideration in Washington. 
Mr. Byrnes. Your uniformity is controlled by the fact that they 
iave to be passed on here in Washington ? 
Mr. Hunrrneron. That isthe only way. 
Mr. Byrnes. Do you fee] you have been operating on a uniform 


/ 


Mr. Honrrneron. We think so. As I say, there are no two cases 
dentical. But we have certain rules of thumb we undertake to 
iow. For instance, in the so-called tied-house field, the usual 
lation consists of the brewer or wholesaler or distiller furnishing 
ertain prohibited things of value to the retail outlet. That is the 
erm “tied house”; he gets the house tied up through that device. We 
ive followed as a rule there the value of the material he gave. If he 
cave a thousand dollars’ worth of something to the retailer, we have 
ormally accepted a thousand-dollar offer in compromise. 

We had during the middle 1940's a great many cases that developed 
against brewers; some were extremely large cases. We followed that 
rule of thumb there. I believe the largest single penalty we imposed 
was a quarter of a million dollars. 

Mr. Avis. Might I inject and say that those cases were referred 
to the Department of Justice so that they might determine whether 
or not they wanted prosecution. All those cases—there were 75 or 
40, as Mr. Huntington said: I think the largest offer was about 
§250,000—were all disposed of by the Department of Justice. It is 
our policy, if we get what we might consider a very flagrant situation, 
one in which we would have doubt as to whether or not we should 
assume the responsibility, one in which we could feel that the prosecut 
ing authority should consider, we would send that to Justice so that 
they might consider whether or not it is a matter that should be 
disposed of in criminal court. 

Mr. Byrnes. I understand you have something in the regulations 
with regard to a limitation upon the credit that can be extended to a 
retail outlet by a distributor; is that correct? 

Mr. Huntineron. That is correct. Congress in the act itself pro- 
hibited inducement of sales through the extension of eredit for a 
period greater than the usual and customary credit period which we 
were to ascertain by hearing and prescribe by regulation. After hear- 
ing, we ascertained that to be 30 days; so that the extension of credit 
for beyond 30 days, if it results in the inducement of sales and the 
exclusion of competitive products, is a violation of law. 

Mr. Byrnes. There is a double requirement there. 
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Mr. Huntineron. There is a triple requirement. He first has to 
offer extended credit. That must result in inducement of sales and 
exclusion of competitive products. It is a rather difficult law to 
administer. 

Mr. Byrnes. That is in the act? 

Mr. Huntineron. Yes. 

Mr. Byrnes. It would seem to me that is a most difficult thing to 
prove. 

Mr. Huntineron. It is. 

Mr. Avis. If I might inject, Mr. Congressman, that is the difficulty 
that we have in these cases and that is what leads us to compromising 
some of them. This proposition of proving inducement and that 
other merchandise was excluded from interstate commerce thereby is 
something that is very difficult to establish because you just can’t get 
the retailer to testify on that proposition. So, consequently, we had 
a lot of weak situations; but your offer and compromise is corrective 
of the condition. 

Mr. Byrnes. In the case of this extension of credit, have you ever 
requested any committee of Congress to change the law in that respect 
so that it would be more easily enforced and made more definite and 
certain ? 

Mr. Avis. No; the matter of requirement of proof of inducement 
and exclusion is in the entire “tied-house” sections of the law in which 
the extension of credit is only one point. 

Mr. Byrnes. Have you on any other point requested a change to 
make it more definite and certain as far as enforcement is concerned ! 

Mr. Avis. The measure to which Congressman King referred awhile 
ago was intended in part to bolster the section 5 (c) of the act which 
now covers what we term “commercial bribery” or the paying of 
bonuses, and so forth, to employees of the trade. That was to be 
strengthened under that measure by making so-called tie-in sales 
illegal. We think the law covers them now between wholesalers and 
retailers, but not between the initial supplier—the distillery and so 
forth—and the wholesaler, which is where the tie-in sales chain nor- 
mally starts. But there has never been a measure introduced; and we 
have not, so far as I recall, recommended putting an end to the re- 
quirement of inducement and exclusion. 

Mr. Byrnes. Just this final question and it will go to the whole 
field of this Aleohol and Tobacco Tax Division. Do you have any 
recommendations for legislative changes which will assist in the ad- 
ministration at this time other than the proposal that has been pending 
before the House Ways and Means Committee for the last 4 years ¢ 

Mr. Avis. That is the only measure the Department is on record 
officially as recommending. There is other legislation which we have 
sent up at different times. Mr. Ritter is familiar with those matters 
that are part of the Treasury program this year and was part of it 
last year. 

Mr. Byrnes. Could you furnish that to the committee so that we 
will have for the record the recommendations which you have pending 
today ? 

Mr. Avis. We will. 


Mr. Byrnes. And any new ones you might have. 
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Mr. Avis. Yes, sir. 

Chairman Kran. Would it be possible for you to come back tomor- 
row morning, Mr. Avis? 

Mr. AVIS. Yes, sir. 

Chairman Kran. Several members of the committee wish to attend 

e swearing in of the new Commissioner, Mr. Andrews, at 9:30 to- 


morrow morning, so that instead of having our usual meeting at 10 
o'clock, we will have it at 10:30 o’clock tomorrow morning. 


Whereupon, at 12 noon the hearing was recessed until 10:30 a. m., 
Wednesday, I ebruary ‘. 19538.) 
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WEDNESDAY, FEBRUARY 4, 1953 


Hovse or ReEpresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL REVENUE Laws, OF THE 
CoMMITTEE ON Ways AND MEANS, 
WwW uwhington, D.C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Oflice Building, Hon. Robert W. Kean (chairman of the subcommit- 
tee) presiding. 
Present : Representatives Kean (presiding), Curtis, Martin, Byrnes, 
King, O’Brien, and Boggs. 
Present also: John E. Tobin, chief counsel to the subcommittee; and 
Joseph M. F. Ryan, Jr., assistant counsel. 
Chairman Kran. The subcommittee will come to order. 


STATEMENT OF DWIGHT E. AVIS, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION, ACCOMPANIED BY JOHN L. HUNTINGTON, HEAD, 
BASIC PERMIT AND TRADE PRACTICE BRANCH, ALCOHOL AND 
TOBACCO TAX DIVISION ; HAROLD A. SERR, TECHNICAL ADVISER, 
ALCOHOL AND TOBACCO TAX DIVISION; AND ROBERT B. RITTER, 
ASSISTANT HEAD, ALCOHOL AND TOBACCO TAX LEGAL DIVISION, 
OF THE BUREAU OF INTERNAL REVENUE—Resumed 


Mr. Tozstn. Mr. Avis, yesterday we covered to quite an extent the 
different taxes levied on alcohol in the various forms and the detailed 
regulation of the alcohol industry by your division. 

One aspect of this matter we did not touch on was the use and 
regulation of denatured alcohol. I wonder if we can touch on that 
briefly ¢ 

Mr. Avis. That stems from title III of the National Prohibition 
Act. All aspects of the National Prohibition Act were repealed with 
the exception of title ILI, which was retained to control industrial 
ali ohol. 

Our controls insofar as industrial alcohol are concerned are much 
the same as they are as far as beverage production is concerned, that 
is, as far as the production aspects are concerned. We regulate it 
all the way through to its ultimate use because its special formulas can 
be cleaned up, so to speak, redistilled and made pot: able for beverage 
M irposes; for that reason we exercise a continuing control right up to 
the use. 
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Obviously w what we call the completely denatured formulas are not 


subject to the same controls as = specially denatured formulas are 
for the very reason that the character of the ingredients contained 
therein are ee that they don’t clean Up. 

Mr. Boces. Out of curiosity, what is completely denatured alcohol? 


How does it di fle r from the other? 

Mr. Avis. Well, completely denatured is a term that we use for a 
type of denaturant. It is a denaturant that can not be extracted by 
normal filtering or redi stillation processes. 

Mr. Seca. None of it is fit for human consumption ? 

Mr. Avis. Completely denatured alcohol, no, sir. 

Mr. Torn. The addition of the denaturant is designed to make 
the alcohol nonpotable ? 

Mr. Avis. That is right. In the case of the specially denatured 
formulas, it is to provide alcohol suitable for use in the arts and 
sciences and manufacturing processes because the ingredients used 
in completely denatured alcohol would render them unsuitable for 
the manufactured products. 

Mr. Torin. A user of specially denatured or completely denatured 
alcohol] must also have a permit from your Division ? 

Mr. Avis. Yes, sir, of specially denatured alcohol. 

Mr. Tosty. If he uses the specially denatured alcohol in accord- 
ance with your regulations, he does not incur the beverage tax on the 
aleohol ? 

Mr. Avis. That is correct. 

Mr. Tosrn. Whereas, if he violates the regulations, the alcohol so 
misused is subject to the beverage tax ¢ 

Mr. Avis. That is right. 

Mr. Tostn. Turning now to the regulatory aspects of your Divi- 
sion, I believe you said yesterday that anybody who engaged in the 
alcohol business except a seller of liquor at retail must first obtain a 
permit from your Division, is that right? 

Mr. Avis. That is in the beverage field with the exception of brew- 
ers. The brewers are not subject to the permit provisions of the Fed- 
eral Alcohol Administration Act. They, however, operate under 
bond and under ve ry close supervision from a tax point of view. 

Mr. Torry. A Federal alcohol permit is good until revoked under 
normal circumstances ¢ 

Mr. Avis. That is correct. I beg your pardon, as far as beverage 
permits under the Federal Alcohol Administration Act, yes. As far 
as title [1I1—that is, industrial alcohol permits issued under title III 
of the National Prohibition Act—they are renewed annually. It was 
on that basis that we are urging that the beverage industry be sub- 
ject to the same permit requ iirements that were embodied in Congress- 
man King’s bill which we referred to yesterday. 

Mr. Tosrn. That is because it would be easier as a legal matter for 
you to deny a permit application than to revoke a previous permit? 

Avis. Exac tly. In other words, insofar as getting any unde- 
sirable elements out of the industry is concerned, it would simplify 
the process. 

Mr. Tortn. In respect to the regulatory nature of your work, you 
supervise, do you not, the quality of product made by the permittee s! 

Mr. Avis. Yes, we would. You are speaking, I assume, of products 
manufactured, for example, from specially denatured alcohol ? 

Mr. Torry. Or wine. 

Mr. Avis. Yes, that is right, we do. In other words, the internal 
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\ e laws as well as the Federal Aleohol Administration Act vive 
rt Lin juri diction in that regard. 
Mr. Tonrn. The manufacture of prodes ts by a Winemaker or a man- 


turer of a product containing specially denatured alcohol in viola- 
f your re oo has a tax co sequence, does it not ¢ 
Mr. Avis. It certs ainly does. In other words, for example, we have 
a liniment case ‘at the present time. Perh Laps the committee has ex- 
nlored one or two of those in which liniment, because it was used for 


internal use rather than external use, incurred the tax liability. It 
\ manufactured from specially denatured alcohol. 

Mr. Tostn. What is your procedure when a violation of that 
nature is uncovered ? 

Mr. Avis. Of course, we make an investigation and then we assess 
the tax. If it is a deliberate and willful case, why, we refer it to the 
United States attorney. This one to which I have just referred, this 
liniment case, we did refer that to the Department of Justice for a 
determination as to whether or not there should be prosecution or other 
ad 

{r. Tosrn. For example, in your liniment case, an illegal adver- 
tising of that product would render the alcohol contained therein sub- 

to the beverage tax, is that right ¢ 
Mr. Avis. That would be one element, yes; the fact that it was 
ed, that subjects him to the tax. The fact of the advertising. the 
labeling would be evidence which might tend toward the proof as 
to what the intention of the company was, whether they intended it 
for internal or external use. 

Now , that does not involve a beverage, you understand. In other 
words, this control, even though it was just merely used internally, 
that was subject to the tax because ordinarily a company, if they 
want to make a prodt ict inter ally, they must use tax-pa d alcohol 
and claim a draw-back. 

Mr. Tonrn. By draw-back you mean a person who obtains tax-paid 
leohol from a bonded warehouse may thereafter get a credit against 
that tax payment ¢ 

Mr. Avis. Exactly. It is now nine and a half dollars of the ten 

v half. 

Mr. Tortn. During the war and after the war, Mr $s, Was your 
Di ion assioned the responsibility for policing the pri e ceilings in 
respect to the liquor trade? 

Mr. Avis. Di ri ig the war, about 1943, that is in the midst of the 
war, when lique * became in ae shi rt s upply, due to the fact that 
listillers were unable to anticipate the durat tion and therefore 
hey began to conserve existing sto Soll , why, liquor did become in very 
hort supp ly and there was a oreat deal of price ceiling violation and 

at was known as a cash sideline operation. Of course the objective 
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the re was to evade income taxes in toto, you see, and we did under- 
take at the suggestion : Be the Price Administration and at the direc- 
tion of the Secretary of the Treasu Vv the inve tigation of those cases. 


Mr. Torprn. As well as enforcement ? 

Mr. Avis. Yes. 

Mr. CURTIS. You mi ide re f ‘rence to‘reft ren te Latte o the United 
States district attorney. Is it true that in your sec tion of the Bureau 
of Internal Revenue the field refers offenses aoa to the United States 
attorney ¢ 


Mr. Avis. Yes, sir. 
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Mr. Curtis. They are not channeled up to Washington through 
several stages ! , 

Mr. Avis. No. 

Mr. Curtis. And then back? 

Mr. Avis. No. 

Mr. Curtis. To that extent it is different from the rest of the B 
reau of Internal Revenue? 


one Avis. It is; it is different than the handling of income-tax 
fr al Cases. 
Me. urtiIs. Maybe I am not following logical order here, but I 


would i ke to ask: Have you found a great problem of lack of uni 
fi rmity b V the present system ? 

Mr. Avis. No, sir. 

Mr. Curtis. Lack of uniformity between one part of the country 
and another? 

Mr. Avis. No, sir. I am very much in favor of direct reference 
in the field of criminal matters to the United States attorney. 

Mr. Curtis. One of the arguments advanced in reference to other 
tax matters which I don’t expect you to go into is that they do not have 
. uniform policy over the country. But you haven’t run into a serious 
problem in reference to lack of uniformity ? 

Mr. Avis. No, sir. Of course our problems are different than 
income-tax problems. I want to make that clear. 

Mr. Topin. You have a substantially larger volume of arrests? 
Mr. Avis. Yes; we do. But we pursue the same policy with refer 
ence to the large case if it involves 25 or 30 defendants, as we do t 
the small one that involves one. We make a direct reference and deal 

with it there. 

Now, there might be some very intricate industry situation in which 
we might ask that the report be sent in to Washington first before the 
reference is made. I might discuss it informally in the Department 
of Justice. But when we refer it, we refer it in the field. That isa 
very unusual situation. 

Chairman Kran, You did say yesterday, didn’t you, Mr. Avis, that 
in some areas the judges gave different penalties 

Mr. Avis. That is true. 

Chairman Kean. But that has not anything to do with the United 
States attorneys, it is the j juds ges ¢ 

Mr. Avis. That is right 

Chairman Kran. You find where they gave the stricter sentences 
that you had more asetltones afterward ¢ 

Mr. Avis. Exactly. Of course, we have no control over the courts. 
As far as their lack of uniformity, there is really nothing we can do 
about that except call it to the ate ntion of the Department of Justice 
for such treatment as they may be able to give the matter. 

Mr. Tortx. Summing up, Mr. Avis, in terms of ~ function of your 
Division, you collect al enforce the payment t of a great variety of 
liquor and tobacco taxes, you regulate the liquor industry, you regu- 
late to some extent the users of specially denatured and completely 
denatured alcohol ? 

Mr. Avis. And tax-paid alcohol. 

Mr. Tozin. Which would include the cosmetics industry, for ex- 
ample? 

Mr. Avis. Exactly. 
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Mr. Torin. You enforce the revenue laws against so-called moon- 
shiners ¢ 
Mr. Avis. Yes, sir. 
Mr. Torry. You have also undertaken various other functions such 
2 OP, 7 vig e Ceiling Act? 
Mr. Avis. Yes, sir 
I might ftijeet a statement on this OPA matter. The reason that 
was done, was because the very type of control we have over the 
liquor industry enabled us to handle that job very, very effectively, 
whereas it would have been much more difficult. 
Mr, Tosry. With respect to the structure of your organisation, I 
der if you can describe for us briefly the layout of the Washin gton 
headquarters of your Division before the adoption of Reorganization 
Plan No. 1. 
Mr. Avis. It is substantially similar today. I mean there is very 
it le difference. We have four branches, the law-enforcement branch, 
e permissive, which deals with your tax and tax-regulatory control, 
your permits, ‘and fair-trade practice, which enforces the Feder al 
Al ohol Administration Act or rather administers the Federal Alco- 
hol Administration Act and the tobacco branch, which has to do with 
the aa aling with a policy of procedural matters insofar as the tax on 
tobacco is concerned. 
Now, those branches, of course, are broken down into sections that 
handle the various subdivisions of the work. 
Mr. Tostn. Insofar as the hiquor end of your work is concerned, 
you have basically two divisions, the permissive and enforcement ? 
Mr, Avis. Exactly, in the field. We do not break it down in the 
field as far as tobacco and permits and fair-trade practices. 
Mr. ‘Tostn. Prior to your appointment as Deputy Commissioner 
you were Assistant Deputy Commissioner in charge of enforcement! 
Mr. Avis. Yes, sir; 15 years. 
Mr. Torry. In the field you had prior to the reorganization, the 
country was divided into 15 districts; is that right? 
Mr. Avis. That is right. 
Mr. Tonrn. Each headed by a district supervisor ? 
Mr. Avis. That is right. 
Mr. Torry. He had again an assistant supervisor, permissive, and 
an assistant supervisor, enforcement? 
Mr. Avis. That is correct. 
Mr. Tosry. Then in each State you had an investigator in charge? 
Mr. Avis. That is right, or in some instances that breakdown was on 
a judicial district basis, but in those instances, States. In some of the 
re heavily popul: ted areas, like in New York State, it was on a 
J! ici il district basi 
In |] ennsylvania, fi for example, for the most part we had one man 
in charge of a State regardless of whether the State was a judicial 
trict or whether it might be made up of as many as three. 
Mr, Toptn. He worked under the assistant supervisor, enforcement? 
Mr. Avis. Yes, sir. 
Mr. Tosrn. Did you want to add something? 
Mr. Avis. No, sir. 
Mr. Torry. The assistant supervisor, enforcemer it, also had another 
ipervisory official working under him ? 
Mr. Avis. Yes, sir, what was known as an aid in most of the larger 
stricts, 
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Mr. . He eo a separate group of investigators? 

Mr. ae "a pecial investigators who had authority to travel 
and function over the entire district and who handled major case 
both from the point of view of the clandestine traffic and the legit 
mate industry. 

Mr. Torin. The assistant supervisor, permissive, was concerned 
with the tax and regulatory functions of the bureau? 

Mr. Avis. Yes, sir. 

Mr. Torry. He had field people working under him? 

Mr. Avis. Yes; he had inspectors and storekeeper-g gagers. 

Mr. Torrn. Under the reorganization you have “had to rearrange 
your geographical districts somewhat and you have had to add two 
more top-level field officials? 

Mr. Avis. That is right; in order to conform to the general tax 
structure that was being set up; yes. 

Mr. Tortn. Roughly, the former district supervisor is now the as- 
sistant district commissioner, alcohol and tobacco tax? 

Mr. Avis. That is correct. 

Mr. Torin. And the assistant supervisor, permissive, what became 
of him? 

Mr. Avis. He is now the head of the permissive branch. 

Mr. Torry. Under the assistant district commissioner? 

Mr. Avis. That is right. 

Mr. Torrn. And the enforcement assistant? 

Mr. Avis. Is head of the enforcement branch. 

Mr. Tort. Likewise in the assistant district commissioner’s office? 

Mr. Avis. We still retain our special investigators at the district 
commissioner level. 

Mr. Torin. But the investigator in charge has been placed under the 

eld authority of the director—— 

Mr. Avis. That is right. 

Mr. Torry. Who has in fact taken over the operating functions of 
the collector, the internal-revenue agent and in some cases the special 
agent ¢ 

Mr. Avis. ' poo is right. 

Mr. Tos. With re Spee % your own career in the internal-revenue 


service, well, in this entire field, Mr. Avis, you were formerly with 
the Bu reau of Prohibi eat 
Mr. Avis. Yes; I was at one time Chief of the special agents in that 


Bureau. That had to do with the major investigations, major vio- 
lations 

Mr. Tonry. When did you receive that post? 

Mr. Avis. It seems to me it was about 1930, sir. 

Mr. Tortn. Roughly, that job was charge of law enforcement in this 
area, at the Washing gton level. 

Mr. Avis. Yes; only for the major violations; conspiracy and that 
type of operations. 

Mr. Torin. For roughly 23 years you have been primarily concerned 
with law-enforcement activities? 

Mr. Avis. Yes, sir. 

Mr. Torn. That is 111 I have, Mr. Chairman, 

Chairman Kran. With reference to these times when you receive an 
offer in compromise, you levy quite a large amount against the violator 
and then you come back later on in most cases with a very small fine 
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rainst the man. I am interested in finding out what is the point of 

loing that. It seems a peculiar situation which I have heard of 
through a good many cases where you slap $10,000 on the man and it 
ds up wi ith $400. 

Mr. Avis. Mr. Chairman, you refer I think to a compromise of tax 

lity. Now, particular ly in these wine cases, where wine is not 
eligible for fortification, where brandy is used, of course the ten-and-a- 
half-dollar rate applies to brandy. The tax multiplies very fast, and 
mounts become very large. In those cases where the winery does 
ot have the ability to pay, of course we take that into consideration 
determining a disposition of the tax matter. In some of the cases, 
ficult ones on the facts, the question whether rectification took 
place, the law is not too well settled on that issue. Many times those 
cases are compromised for substantially smaller amounts than the 
amount originally proposed for assessment. 

In most instances the assessment is never made but itis proposed. It 
probably could not be collected if made. 

Chairman Kean. Is the basis of the thing the fact that the man could 
not pay the fine ¢ 

Mr. Avis. One of the considerations in determining any compromise 
of any tax matter, whether it be liquor or any other tax, is the question 
of, first, the sufficiency of your evidence, that is, whether or not there 
is doubt as to hability, and then the question of ability to pay. Those 
two factors are involved. It is necessary for the administrative 
officials to make a determination—first, is the case strong enough that 

e can go ahead and assess the tax and prevail in a suit to recover? 
second, what is the taxpayer’s ability to pay in relation to what he has 
offered ¢ 

Now, these offers are a matter of negotiation between the Bureau 
ind the taxpayer. He is not bound to make any offer at all. He can 
take his assessment and pay it and sue to recover. Of course, we are 
covered by bonds, you know, in most of these industry-tax situations, 

Chairman Kean. Some cases we had mentioned before the committee 
last year, these assessments of large sums of money which were settled 
for such small amount, seemed somewhat peculiar. 

Mr. Avis. I am not saying that some individual cases might not be 
peculis ir, Mr. Chairman. I would have to discuss individual cases. 

Chairman Kran. Generally, when the Government assesses some 
amount, that is approxims itely the amount the Government feels a 
person should pay. That does not seem to be the case in this field. 

Mr. Avis. In these winery situations it is a little different. You 
get a tax there 10 times what the winery is worth. It is just based 
sometimes on a mistake or misunderstanding unless you can actually 
prove the willfulness of the operation; why, we have been disposed to 
deal with those cases on their merits. 

[ would be very glad to take any individual case, particularly those 
that I have handled in the last year. 

Mr. 'Tontn. To get straight on some of these terms and the way the 
tax liability arises in some of these winery cases, as I understand it, 
brandy is often used in the manufacture of wines ? 

Mr, Avis. That is right; for fortification. 

Mr. Torry. To increase the proof of alcohol in the wine and also to 
arrest the fermentation process? 

Mr. Avis. That is right. 
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Mr. Tortn. A winemaker who makes his wine in accordance wi 
your regulations can use that brandy without payment of the beverag 
tax on the brandy so used ? 

Mr. Avis. That is the point. 

Mr. Torry. If he had to incur the brandy tax, the cost would b 
prohibitive 

Mr. Avis. Prohibitive. Of course, wine in relation to price is very 
low in relation to distilled spirits and all. 

Mr. Torry. So that if a winemaker makes his wine in such a way 
as to violate your regulations by producing a wine of inferior quality, 
he can add the brandy but only at the cost of the beverage tax! 

Mr. Avis. That is right. 

Mr. Torry. You call that wine ineligible for fortification ? 

Mr. Avis. That is right; we call it ineligible for fortification. That 
subjects him to the ten-and-a-half-dollar rate for all his brandy and 
he is in real trouble. 

Mr. Torry. In a situation like that you assess the full tax on the 
brandy so used and thereafter make the amount of money which you 
ultimately will obtain from the permittee a matter of negotiation 
bet ween you ¢ 

Mr. Avis. Yes. Usually we don’t assess it. We propose it, but 
actually don’t put it on the collector’s books. In some instances yor 
have—I think you have examined into a case or two in which they di 4 
actually assess, but in most instances we merely propose to assess and 
the negotiation then takes place between our assistant district com- 
missioner out in the field and the winery. 

Mr. Torry. The proposed assessment or the assessment which is in 
fact levied is in many cases much higher than the amount which will 
be satisfactory to the Bureau; is that right? 

Mr. Avis. That is true. Of course, there is a question of whether 


this was a mistake and what the understanding of the winemaker wa 1S 
and whether or not the wine is in fact ineligible. He always conten 
that it is eligible, you see. These are technical cases, and I tell yo 


when you get into court with them, the juries don’t understand ie 
and 1 have a very a fheult t time ve ttin ia convictions. 

Mr. Byrnes. Does the question of whether there is a mistake or n 
have anything to do with the tax liability? 

Mr. Avis. 1 would say not. 

Mr. Byrnes. It comes into consideration when you settle? 

Mr. Avis. Obviously. 

Mr. Byrnes. Which means you have a terrifically wide range of 
discretion. 

Mr. Avis. Exactly. 

Mr. Byrnes. As to what you are going to accept or what you can 
accept 

Mr. Avis. Yes; a range of discretion sometimes we wish we didn’t 
have. 

Mr. Byrnes. There is nothing definite or certain about this at all, 
is there, what you can or cannot take by way of compromise 
settlement ¢ 

Mr. Avis. Well, we have that wide range of discretion. We have 
to exercise our best judgment and be prepared to defend what we 
decide. 

Mr. Byrnes. It is completely a matter of judgment. 
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Mr. Avis. Well, in the final analysis, it is a judgment based on the 


. and each case stands on its own merits. You have to get the 
tion of the winemaker and evaluate all the facts you have. 
Mr. Byrnes. That is all a matter of personal judgment and evalua- 
\f the facts ? 
r. Avis. Yes, it is. Of course this i is reviewed along the line, you 
r stand. Field people work with it and it comes on in. 


AT 
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Mr. Tosrn. Until recently, Mr. Avis, these offers in veut aiviel se 


led and the decisions respecting them made by your division 
re not public, were they ? 
Mr Ave. They were not. They are now, sir. 
Mr. Tozrx. To what extent are these pub lic? 
t 
i 


Mr. Avis. Wait just a minute. I believe I misspoke myself. In tax 


st hey are public. Now, these offers are in what we call the penalty 


1tu itions. 


wh] 


Topix. Under the FAA Act? 
Avis. Yes, for example, also these refill cases are now made 


Mr. Torry. Will you describe what a refill case is for the committee? 


et 


Mr. TosBIN. Without makir ne 
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Mr. Avis. A refill case is a case in which a proprietor who has a 
ail establishment takes an are product and pours it into a 
ided bottle or what they call a blend with national advertising 
und it. In other words, he ati rid of the product the customers 
isk for and he can’t sell by pouring it into a bottle which bears 

bel wrhiié h they do ask for. 
N Hehe it kind of situation is not a fraud on the revenue. They are 
ix paid. It isa chiseling operation. It is a fraud on the public 
of course a fraud on the distiller who has a lot \e- national adver- 
behind his brands. We make those kinds of cases; and under our 
practice if it is a first offense and not a daptan offense, we 

ise with the taxpayer. 
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o public? 

Avis. Yes, without maki @ if public. If it is a second offense or 

lagrant first offense and if i is in a State which has license laws 
permit them to deal with this situation, instead of compromis- 
we refer it to the State liquo r board. 

rhat is a policy put into effect ma ybe a year ago after consultation 

th some of the State liquor administrators. There are ple nty of 

m who are very strong for this policy. Of course when we refer 

ase to the State, if under their proce lure, and in most instances it 

heir procedure, to publish those hearings, why, that information 


fully di este eg 
You say, why don’t we disclose the © compromises that we make? 
‘irst of all, I think publici ity is the greatest deterrent to crime, but 


¢ 


» trouble with this situation is this: We have these cases that are 
‘on the facts. They are based on a chemical analysis or the result 
Williams test analysis that the inspector makes and our case is 

t strong enough to take to court. If the taxpayer determines that 

are going to make this information, the facts connected with the 

promise, public, why he is not going to negotiate with us and it i 

ing to render us ineffective. In other words, if it is in a State that 

t have State laws, why then we can’t do anything about it. So 
type of case we hav a mt sblichead. We have refered it to the 


States in States that do have adequate laws to deal with it. 
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Mr. Toprn. But your general policy in other offer in compromi 
matters is now to make these files public? 


Mr. ANI. It is in tax cases. These are matters that are still unde: 
consideration. I would be for it if it were determined that it wouldn’ 
make the in« ustry hesitant Lo disp se of these cases by comprom e 
In other aaa , if we would create the situation where the industry 
would not compromise with us, why, I think that must be taken into 
consideration. No lo il decision has b en made in that matter as yet 
It is one that will hav fe stuay and is under advisement. 

Mr. Torstx. The problem of the exercise of wide discretio1 ary 


authority is not exactly the same, is it? ‘These tax compromise cas 
and these—— 

Mr. Avis. I would say they are somewhat similar; yes, sir. 

Mr. Byrnes. I don’t understand, Mr. Chairman, that matter of 
not disclosing the facts in the retail cases. As I understand it, you 
say one of the reasons you do that is that it helps in settlement, if 
you make an offer in compromise it pays something, if they know the 
matter is not going to be public. If they know it is a public matter, 
they will say, “Your evidence is so weak, we will go into court. 

When you come right down to it, if your evidence won’t stand up, 
how can you even expect that, how can you justify fundamentally 
making the fellow pay anything if you can’t prove that he refilled ? 

Mr. Avis. Well, the taxpayer, of course, when he negotiates with 
yom doesn’t plead guilty to the offense at all. He just simply Says, 

“Well, you say I did it, I say I didn’t, but I am willing to dispose 
of it forthis much.” That isthe line of reasoning. W e don’ t have any 
difficulty vetting these compromises. And we do have enough evidence 
which we feel we can rely on, Mr. Congressman. We do not have 
enough evidence to take before the jury where the test is beyond 
reasonable doubt as to the man’s guilt. In other words, our evidence 
is largely expert testimony, chemical analysis, for example. 

Mr. Byrnes. To what extent will the courts recognize the chemical 
analysis ¢ 

Mr. Avis. They will recognize it, but in many of those cases the 
judge would not, just on that evidence, send the case to the jurors. 
He would probably direct a verdict on that evidence alone. What 
do you say about that, Mr. Ritter ? 

Mr. Rirrer. One of the biggest difficulties in these cases is that 
they are small and the 1 age States attorneys don’t like to fool with 
them. You might find one or two bottles in the case refilled or three 


or four bottles. There is a distin ct violation of the law, but it 1s not 
the Cy pe of case that the average Federal court will tolerate in the 
courts. ‘The judges don’t like them. The United States attorneys 
therefore are reluctant to proceed with them and we have them on 
our hands. The only other alternative is to resort to the section of 
law which permits us to compromise these criminal violations, 

Mr. Byrnes. I am not objecting to the compromise. I am ques- 
tioning the vay of the justification of keeping aa compromise 
cases secret, not having them a matter of public record. 


Mr. Rirrer. 7 think, for one thing, this matter has been discussed 
at some length in the Bureau in recent weeks with regard to reviewing 
this policy asa whole. There is a question of law as to whether we can 
reveal certai nformation under the law. The Bureau has not vet 
arrived at a Salialaliam in that respect. The biggest difficulty, as Mr. 
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Avis points: -out—if we can’t get prosecution and the man’s business is 
or a ig to be ruined by public ity anyway, why settle? The publicity 

vill certainly ruin his business. 

" Byrrves. You say in some cases you refer it to the State where 
they do have the State regulatory author ity? 

Mr. Avis. The second offe mse or a flagrant first offense. I mean if 
we get a case involving maybe 20 or 30 bottles, first-offense case, and 
one where we feel the proprietor had knowledge of it, although we may 

be able to affirmatively prove it, why, we refer that to the State, 
s well as a second offense. 

Mr. Byrnes. Do you also impose a Federal penalty ? 

Mr. Avis. No, sir. 

Mr. Byrnes. Then the Federal Government loses some money. 

Mr. Avis. Of course, you can see that we would be at a disadvantage 
to compromise with a man and then immediately refer him to the 
ae for another penalty. 

. Byrnes. My thought is that you do two things at the same time; 
you i say here you have this information. Whe i" oe vet the informa- 
tion, you turn it over to the State boards, and the two of you proceed 
with your penalty. 

Mr. Avis. The trouble with this is that, when the State boards 
cet that kind of case, if we have already penalized him, they are not 
disposed to deal stringently with them. We are anxious that they 
do deal stringently with them. For example, in the State of New 
York we don’t have any refill problems because they have had in that 
State a very fine law, and up at least until recently, why, the State 
director was appointed by the legislature and we have had fine direc- 


tors and they have dealt stringen tly with these cases—10-, 15-, and 30- 

1 s f 

day suspensions. When you get that kind of disposition of these 
efill cases, you don’t have any. That gets noised around among the 


tavernkeepers and you just don’t have any. problem. 

Mr. Byrnes. I still can’t understand how you can waive the enforce- 
ment of a penalty. I understand that is imposed by law. You can 
waive it by simply turning the case over to State authority ? 

Mr. Rirrer. This penalty is not specifically imposed by law. 

Mr. Byrnes. By regulation then ? 

Mr. Rrrrer. This is a criminal offense under the statute. Of course, 
: the United States attorney does not want to prosecute, normally 

hat would be the end of the proceedings; but, because we do have a 
p onal lem here, we like to proceed further to provide deterrents to this 
ort of conduct. So, anything beyond the State’s authority we can do 
to act as a deterrent, we do. So, we he ave two avenues of ap proach. 
One is to get the States to revoke a man’s permit or license—otherwise, 
penalize him—or to proceed to induce the man to compromise his crim- 

il liability. 

Mr. Byrnes. In other words, what you are doing is making an 

eement not to sue for monetary consideration ? 

Ritter. No. We have no right to sue. There is no tax in- 
volved in those cases. 

Mr. Byrnes. I mean you can bring a criminal prosecution as a com- 
plainant ? 

Mr. Rirrrr. Theoretically we could. 

Mr. Byrnes. You say, “We won’t file a complaint against you, turn 
his matter over to the United States district attorney, if you give us 


so much money” ¢ 
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Mr. Rrrrer. That is not exactly the complexion we want put on it. 
In the first place we must start with the fact that the United State 
attorneys dor ‘t want to prosecute for the reason that they feel the 
an’t get suc essful prosecut tions in courts. It is a waste of time. A | 


4 

the next best effort, we resort to c ompromise, We prefer to prosecut: 

them if ‘an get results. Like in all criminal cases, we prefer | 

prosecute. 
Mr. Byrnes. Is that procedure authorized in the Federal law or 


] 


1 } ’ 
that something that has been deve lope a? 


Mr. Rirrer. No; the compromise authority is impos ed under sectio! 
3761 of the Intern ul Revenue Code, which gives the Commissioner, 
with the approv: il of the Secretary, the authority to compromise al 
criminal or civil procedure. So that we have the authority to com- 
promise even hefo re transmission to the Department of Justice. 


As a matter of we ictice, we feel that all criminal matters which 


involve intent to violate the laws should be referred to the Depart- 
ment of Justice, sail where they take jurisdiction they get jurisdictior 
Where they don’t take jurisdiction, then we proceed to compromise 
under that section 1 of the 1: aw. 

Mr. Byrnes. Here again you have a great area of judgment as to 
what you are going to do, as to the amount of the compromise and 
even as to the q uestion of whether you are going to prosecute this 
criminally or take a cash settlement. It is alla ‘matter of judgment. 

Mr. Rirrer. We have no final word with respect to the prosecution, 
That is entirely in the hands of the Department of Justice; but, 
he event they don’t prosecute, then it becomes a matter of sane nt 
as to what kind of offer we will accept. 

Mr. Byrnes. I thought you just said you never even turned them 
over to the Department of Justice or the attorneys; you just simply 
made a compromise. You don’t turn them over because they don’t 
want them ? 

Mr. Rirrer. That is right, because over a period of years they 
declined to prosecute these cases. 

Mr. Byrnes. It is a question of judgment then that you have as to 
whether you are even going to turn it over to the Department of 
Justice ? 

Mr. Rrrrrr. This statute, of course, makes it a matter of judgment 
with the Commissioner. He may compromise any case. 

Mr. Byrnes. But it is another big area that is just simply personal 
judgment. 

Mr. Rivrer. It is pri imarily a matter of judgment in this case. 

fr. Avis. I would like to say this: that, if we had the evidence, we 
would go to the United States attorney with it in this type of case, if 
we could get it. We have a few instances in which we have been able 
o do it. We have caught them refilling in the act. When we get that, 
why, we go right into court. 

Mr By Nes. But you don’t have to. 

Mr. Avis. I am not sure we don't. We have a statute that requires 
us to report willful violations of law to the United States attorney. 
We do have some discretion in determining whether or not they are 
willful. But our policy is: if there is any doubt as to whether they are 
willful or not, to let the United States attorney determine it rather 
than make our own determination. 
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Mr. Curtis. Is there any liquor upon which the tax is not paid; any 
tleg liquor that is sold and refilled ¢ 

Avis. Very little, Congressman. We had that problem after 

: and we moved out a lot of places. When we find non-tax-paid 

ior in the barroom, we will pull the back bar and the furniture and 

ryt shins else out of the place. That is the kind of treatment that 

give that kind of operation. When you give it that kind of treat- 

ent, you don’t have it. 

Mr. Curtis. Has your agency given any thought to requiring the 
type of bottle that couldn't be refilled ? 

' Mr. Avis. Yes, sir. I have one of them before me right now. The 

tillers are considering it and the company that is making it wanted 

to <p whether or not the Treasury Department would recommend 

y special tax treatment; in other sae a little lower tax rate if 


h they used that nonrefillable bottle. We have the matter under advise- 
t- ment right now. 
Mr. Curtis. At least one major glass company feels that they have 
Se successfully produced such a product; isn’t that correct ? 

Mr. Avis. Yes. This last one that we have here looks pretty good. 

to Our chemists say that it can be refilled, but in my opinion it would not 

be refilled. I mean the effort necessary to refill it would be so time 
Ll onsuming that it would just not be done. 


Mr. Curtis. There is a law to require bottles to be broken, isn’t 
Nn, there? 
in Mr. Avis. Yes, sir. 
t Mr. Curtis. That is not very successfully enforced, is it? 
Mr. Avis. Well, it is not as strictly enforced, Congressman, at the 


m present time as it was at the time when we had a problem back after 
ly repeal where they were taking the bottle and putting on imitation 
v't labels and fictitious stamps; why, we did enforce it very vigorously. 


We are not having that kind of prob lem today. 
Q) Mr. Curtis. In. your opinion, is the report true that used bottles are 
so in demand that some people pay for the concession to get them from 
to hotels and other establishments ? 
of Mr. Avis. No, sir; it is not. That is not our best information on 
that subject at all. If it was, I would really be concerned about it. 
nt Chairman Kran. Any other questions ¢ 
Mr. Boaas. I would like to ask a few questions. 
il How many employees are there under you? 
Mr. Avis, 3,908 employe es in the field. 
Mr. Bocas. How many in Washington ? 


ve Mr. Avis. 269. I believe I said yesterday that the Washington 
if force would probably be reduced by perhaps 75 through decentraliza- 
le tion which we are now engaged in. 

it, Mr. Boces. How does that figure compare with the number you have 


had in the past, more or less? 
Mr. Avis. It is slightly less. 


es Mr. Bocas. What is the total payroll of the unit ? 

y. Mr. Avis. $21 million. Our allotment for fiscal 1952 is $21.220,000. 
re That includes travel and miscellaneous expenditures, of course. 

re Mr. Bocas. Where are most of your fieldmen? Do you have ms ny 
er of them in these areas where boot legging takes place? 


Mr. Avis. Yes, sir, and in the States of Georgia, Alabama, North 
Carolina, South Carolina, Virginia, and Florida: not very many in 
Louisiana because we just don’t have the problem there. 
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Mr. Bocas. Most of these agents spend their time out in the field 
or do you have a lot of them behind desks doing paper work ? 

Mr. Avis. They spend their time in the field. They couldn’t make 
the seizures that they do if they didn’t. I pointed out, I believe, that 
10,000-odd stills were seized last year and almost 10,000 arrests, and 
2,100 automobiles. They worked about 300,000 hours overtime for 
which they didn’t get paid. 

Mr. Boees. But, despite that, there is still a lot of bootlegging going 
on ; isn’t there ? 

Mr. Avis. Yes, sir. 

Mr. Boaes. What accounts for that? There must be something 
wrong with the enforcement. 

Mr. Avis. I would say, as far as the Southern States, where you 
have this local-option problem, we just don’t have enough personnel 
to properly cope W ith the situation. 

Mr. Bocas. How does this local option affect you ? 

Mr. Avis. The local option affects us in this way: Tax-paid liquor 
is not readily available in those areas. There is some there, you 
understand. It is hauled in clandestinely, but it is handled of course 
in violation of the local law. In other words, the county is dry. In 
the dry area where tax-paid liquor is not readily available, normally 
you have more non-tax-paid liquor than you will have where it is 
readily available, and I think that accounts for your situation in 
Louisiana to a certain extent. 

Mr. Boees. Let us take a State like Mississippi, which is a dry 
State by State law. When you go into Mississippi, do you concern 
yourself with trying to e nforce the Mississippi prohibition law 

Mr. Avis. No, sir. In Mississippi we do enforce the provisions of 
the internal-revenue laws. In other words, if a dealer is operating 
openly there, he has to pay a special tax, just like he was operating 
in your State of Louisiana, for example. 

Mr. Boaes. But you are then enforcing a Federal law. 

Mr. Avis. : xactly. We don’t enforce the State prohibition laws. 
As a matter of fact, the State tax collector for the State of Mississippi 
uses our records, submitted by wholesalers in the State of Louisiana, to 
determine the amount of tax-paid liquor shipped into Mississippi 
and to collect a 10-percent salen tax which is specially imposed. It is 
quite a source of revenue. 

Mr. Boces. How much tax-paid liquor is shipped into Mississippi? 

Mr. Avis. I couldn’t tell you exactly, but I would say that it would 
average more than 30,000 cases a month. You understand, in this 
kind of traffic, you don’t get a record of all of that; but, based on that 
that we do get a record of, I would say 30,000, and then it would 
just be anyb ody’ S guess as to how much is purchased from retailers 
in small] lots of 3, 5, 10 cases and hauled in. I am talking about tax- 
paid liquor that i is recorded on the records of wholesale liquor dealers, 
req lire “dl to be ke pt under law. 

Mr. Bocas. Where is that shipped from—Louisiana, Tennessee ? 

Mr. Avis. Louisiana primarily, sir. It is the shortest haul. 

Mr. Boees. How about Peunenes and Alabama ? 

Mr. Avis. ‘Tennessee, as I recall, has about 105 counties in it, and 
I think about 99 of them are dry. It has only about six wet counties. 
Consequently, it does not furnish the supply. Those six wet counties 
do pretty much supply the dry counties in Tennessee. I am speaking 
frankly now about this situation. 
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Mr. Boges. The people in Tennessee are kept busy supplying the dry 
counties in Tennessee ¢ 

Mr. Avis. Yes. I don’t think they could compete with the Louisi- 
ana boys on that volume operation. 

Mr. Boees. Now, I have one or two more questions about that. 

When, say, a thousand cases of liquor are shipped from New Orleans 
to Jackson, Miss., you have a record of that interstate movement of 

quor, do you not é 

Mr. Avis. Form 52 records; that is, if it is handled from a wholesale 

a aler: yes, 

_ Mr. Boces. You turn those records over to the State revenue de- 

utment in the State of ene pis 

Me: Avis. At their request, 

Mr. Bocas. They levy a tax. Where is that tax collected? From 

e retailer in Mississippi ? 

Mr. Avis. Yes; it is collected from the party that sells it in 
M sippl. 
Mr. Boees. You estimate that there are at least 30,000 cases a 
onth ¢ 

Mr. Avis. I am just taking an average. I haven't looked at this 
record for a year or so, Congressman; but, at the time I did look 
t, there was a time when I was pretty familiar with that situation. 

Mr. Boces. By the way, are there any other dry States now ? 

Mr. Avis. Yes, sir; Oklahoma. 

Mr. Boges. Kansas is no longer dry? 

Mr. Avis. No, sir. 

Mr. Boaes. Now, in a State like Oklahoma or a State like Missis- 
S ppl, what enforcement methods do you use to detect non-tax-paid 
whisky where it is illegal to sell any kind of whisky ? 

Mr. Avis. I didn’t understand your question. 

Mr. Bocas. What other methods do you have to detect non-tax-paid 
liquor in a State where it is illegal tose sll any whisky ? 

Mr. Avis. It is the same as in any other State. Through the history 
of the situation, we know who the violators are and we place them under 
surveillance and endeavor to determine whether they are in the illegal 
business. If they are, why, we give them attention. 

Mr. Tosrn. You also have control of the sources of raw materials 
for manufacturers of non-tax-paid liquor in the State? 

Mr. Avis. That is true everyplace. The same procedure. Of 
ourse, in Oklahoma you understand that the enabling legislation is 
again in effect there; that is, under the Liquor Enforcement Act of 
1936, which in turn is the enabling legislation of the twenty-first 

amendment. 

Mr. Boces. By that, do you mean if someone goes in and buys 200 
or 500 pounds of sugar you have a record of that ¢ 

Mr. Avis. We will if we ask for it. I mean, by that, we have a law 
which permits us to require a manufacturer, broker, or dealer to report 
to us any quantities of raw materials of that character. 

Now, in order not to impos e unnecessarily upon industry, we work 
out as far as we can what we call a voluntary arrangement, whereby 
the refinery, for example, or the broker or dealer cooperates with us, 
and any, what we call suspicious sales he reports to us, rather than 
putting him under what we call a demand letter requiring him to make 
out voluminous reports which are expensive and time consuming 

2909 1—53—pt. A———-4 





16 INTERNAL REVENUE INVESTIGATION 


Mr. Boees. Now, you told us yesterday that your arrests had in- 


dicated an increase of 10 percent in bootlegging since the enactment 
of the Revenue Act of 1951. That of course does not show the whole 


picture. That just shows the arrests you made. 

Mr. Avis. What I said, Mr. Congressman, was that mash seizures 
had increased about 10 percent and whether or not, of course, that 
reflects an actual 10 percent increase in the amount of non-tax-paid 


S tT 


spirits produ aaa is problematical, but I did want to make that 
observation, 

Mr. Boacs. How much nontaxed liquor do you think is being pro- 
duced in the country that you are not seizing ¢ 

Mr. Avis. Let me say this, that I think that eventually we seize 
practically every still. I don’t mean by that that it is not moved 
around a time or two or that there isn’t a period of time intervening 
betwee n the time it is put up and the time we get it. Now, as to 
trying to calculate how much liquor is produced, why, I just can’t do 
it. We have some estimates which we have never made public, as I 
referred to in my testimony here before the Ways and Means Com- 
mittee last March, a year ago. I wouldn’t attempt to estimate how 
much we don’t get. I just couldn’t do it. I would rather attempt 
to estimate how much is produced, which would be strictly an 
estimate. 

Mr. Boacs. What would that estimate be ? 

Mr. Avis. I don’t have these figures before me. As I say, we haven’t 
made them public. If your committee wants them, I will give them 
to you for what they are worth. I don’t have them available here. 
in other words, we have never felt that these estimates were based on 
sufficiently tangible facts to make them public because you have the 
period, I mean, you seize the still, for instance, and you get no de- 
fendants. Now, it 1 pretty difficult thing to determine how long 
that still operated “ee boa much liquor it made. 

Now, in other instances, we seize a still and off the defendants we 
get papers and sometimes even a complete set of books and records, so 
that as to that particular operation we can calculate just exactly how 
much it cost to put it up, how much it cost to operate, and what the 
profits were, don't you see ? 

Mr. Bocas. I have seen all kinds of literature gotten out by the— 
what is the organization that represents the distilleries? 

Mr. Avis. Licensed Beverage Industry. It is called LBI. It is 
the public relations organization for the Distilled Spirits Institute. 

Mr. Bocas. Every so often I get a brochure or folder of some kind 
which indicates that bootlegging is on the upswing, a tremendous in- 
crease in the amount of bootlegging in this country. 

Now, Congress is making available to your agency $21 million a 
year. I just want to know whether or not those facts are correct. 

Mr. Avis. Now, don’t ask me to put my stamp of approval on these 
statements that are made in literature that is being circulated, be- 
cause, as I said here yesterday, these statements that conditions are 
worse than prohibition and that there is more nontax being made than 
taxpaid are just so ridiculous that the man on the street knows about it. 

Mr. Boees. If you can’t get us what you consider a reasonably accu- 
rate estimate of the amount of bootleg whisky produced in this countr y; 
how can this so-called institute or whatever it is give us estimates? 

Mr. Avis. They can’t. That is the answer. 
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Mr. Bocas. Do you feel that you are doing everything possible to 
idequately cope with this problem ? 

Mr. Avis. I feel that we are doing everything within the resources 

e have, Mr. Congressman, to cope with it. 

Mr. Booss. What do you mean by that? 

Avis. I mean with the personnel which the Congress has given 

. Incidentally, Mr. Doughton, the former distinguished chairman 

f the Ways and Means Committee, had quite a statement on this 
tuation following the hearings that the committee had a year ago 
; to what our requirements were. Iwould like to say that I made 
those available to the Bureau of the Budget and that they did recom- 
mend additional funds, I think 160 additional investigators as well as 
me ad litional inspectors. But when the matter came before the 
Appropriations Committee, they were not made av: ih ible. 

Mr. Boces. You feel then that your budget of approximately $21 
million is inadequate ? 

Mr. Avis. I would say it is inadequate to give this industry the kind 
of supervision that it ought to have and to properly combat the non- 
tax-paid liquor traffic. 1 think we need some additional personnel, 
some additional funds. 

Mr. Boces. Out of these approximately 4,000 employees you have, 
how many of them are agents working in the field ¢ 

Mr. Avis. There are about eight-hundred-and-fifty-odd investiga- 
tors. There are 1,412 storekeeper-gagers, which supervise the opera- 
tions of the plants. Pretty nearly 500 of them are inspectors who are 

gaged in the auditing and inspection of the various types of plants 
and d particularly those in which storekeeper-gagers are not on a day- 
to-day supervising basis. Of course, in this industry the magnitude 
we have here, it requires considerable clerical operation in our field 
offices to service this industry. I would say that ninety-odd percent 
of the personnel is field personnel engaged in the supervision of the 
industry or in the investigation of the non-tax-paid liquor traffic. 

Mr. Bocas. Of course, people like storekeeper-gagers, and so forth 
don’t have anything to do with it; they are right with the distillery. 

Mr. Avis. That is right. They are part of these 4,000 employees 
that I am talking about. 

Mr. Boaes. What is the duty of an inspector ? 

Mr. Avis. An inspector is engaged primarily in the inspection of 
plants and permittees, that is, the qualified industry, see, which in- 
cludes now tobacco. 

[ might say we took on this tobacco problem. We have some 75 
employees here in Washington and not one in the field. I believe we 
did get one. I don’t want to make a misstatement. I think we got one 
to supervise the tobacco industry. I want to tell you something else in 
that connection, that we found some very bad ¢ -onditions in the tobacco 
industry which we are in the process of rectifying. 

Mr. Bocas. W hy don’t you 0 ake some of those 75 out of Washington 
and put some of them in the field ? 

Mr. Avis. We are doing exactly that, reducing that tobacco force 
here to about 20. 

Mr. Boeas. Is that included in the 200 in Washington ? 

Mr. Avis. Yes, sir. 

Mr. Boges. That is all, Mr. Chairman. 

Mr. Kine. What is the bad situation that you referred to, Mr. Avis, 
that you found in the tobacco industry ? 
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Mr. Avis. It has to do primarily with the cigar manufacturers in 
the New York City area. That is now having attention. They had 
had very little supervision. In fact, their Government records and 
their own commercial records didn’t even jibe, it was that kind. 

Mr. Krnc. That is the nature of the difficulty ? 

Mr. Avis. Yes. 

Mr. Kina. It isn’t the quality ? 

Mr. Avis. It indicates a tax-fraud operation on its face. 

Mr. Kina. It has nothing to do with the quality of the products 
made there ? 

Mr. Avis. No, sir. 

Mr. Martin. Mr. Avis, I recall 5 or 6 years ago you recommended 
the issuance of licenses annually. 

Mr. Avis. Yes, sir. 

Mr. Marry. Are you still advocating that? 

Mr. Avis. Either annually or every 2 years. 

Mr. Martin. That would help you considerably ? 

Mr. Avis. It would, and it would eliminate this periodic problem 
that we have of the emphasis being placed upon a relatively few 
persons in the industry; in other words, if we got any undesirables 
or we got any ” ople in the industry who were in the gambling busi- 
ness as well as in the liquor business, it would enable us to review 
their dtaation and get them out. 

Mr. Martin. Is there an appreciable percentage of your difficulty 
with licensees rather than with those not licensed 4 

Mr. Avis. That is a difficult question, Congressman. We do not 
have very much trouble with the legitimate liquor industry. It is 
« reputable industry and well run and well regulated. That bill that 
Congressman King sponsored and to which you refer would be of 
assistance, though, in controlling the industry. 

Mr. Marrtn. I am interested in your description of the reorgani- 
zation and changes made. Do you consider the reorganization that 
you had there last year helpful in the placing of responsibility within 
your organization ? 

Mr. Avis. We think it will be. We really haven’t had enough 
time yet to see how this reorganization is going to operate. It was 
only consummated on the 1st of December and it is being implemented 
and put into effect. 

Mr. Marrry. How soon will you be able to get us those charts that 
you promised us yesterday, of the old and the new? I am frankly 
new on this committee and new in this particular inquiry, this field, 
and I need a chart of some kind because I am just a little bit confused 
even after rereading your statement of yesterday, how your organiza- 
tion and duties dovetail with the old. 

Mr. Avis. _ are going to try to get the committee those charts 
this week. We will endeavor to have them on the basis that they will 
be intern Aable 

Mr. Marrry. I will have to study them a bit before I go much 
further in this inquiry. Now, I am interested in -your discussion 
f the traffic or volume of shipments of liquor into the State of 
Mississippi a few minutes ago. Can you give us any information 
regarding the channels or the origin of that liquor going in there, 
for instance, if I were to ask you questions about whether part of that 
liquor might be from Cairo, Ill, could you give us that information 


oO 
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Mr. Avis. Yes; I can get it for you. I think there is very lit 
t coming from Cairo at the present time. I think it is near 
from Louisiana. 

Mr. Boces. Of course the Louisiana wholesaler doesn’t violate any 
law. 

Mr. AvIs. No; this is a tax paid liquor. I mean the Government 
has 1014 dollars in every gallon of it. 

Mr. Boees. Nor would ‘the Cairo wholesaler. 

Mr. Avis. No; without the falsified record. I might say in the case 

t one ol your Louisianans, at the behest of the United States attormey 
we went back for 3 years to see if we couldn’t find a falsification and 
we weren't able to do it. We put on two of the best investigators we 
have in the country. 

Now, by that I don’t mean we haven’t had any, because we have, and 
we have prosecute d people for falsify ing. There is a cdlisposit ion when 
you are dealing with this kind of traffic—which is a racket and 
racket which can be operated within Federal law—there is a dispo- 
sition to falsify. But I think we will find—I can’t be certain, of 
ourse it takes a good deal of effort to be continuously checking these 
records—as far as the Mississippi traffic, I think you will find most 
of the names of the people who bought the liquor are right on the 
records. In fact, the State of Mississippi couldn’t collect the tax from 

them if it weren’t. 

Mr. Curtis. Is it a violation of the Federal law to ship liquor into 
a dry State? 

Mr. Avis. No, sir. It is a violation of the 2ist amendment. Wait a 
minute. If the State is qualified under the Liquor Enforcement Act 
by enabling legislation, as Oklahoma has on two or three occasions 
and as Kansas did on one occasion, why, then of course it is a viola- 
tion. It requires an act, I mean legisl: ation on the part of the State. 
In other words, if a dry State wants protec tion under the 21st amend- 
ment, they have to enact a permit law of their own which is known as 
enabling legislation under the Liquor Enforcement Act of 1936, which 
is Federal legislation, which in turn is enabling legislation under the 
21st amendment. 

Now, Mississippi has never done that. They have never enacted 
that because they have preferred—perhaps |] shouldn’t say this—at 
least in recent years, to tax tax-paid spirits, impose a special sales tax. 
They called it originally a black-market tax. 

Mr. Curtis. In other words, that portion of the repeal amendment 
which recites that it is unlawful to ship liquor into a dry State is 
implemented by requiring the State to make application for such 
enforcement ? 

Mr. Avis. Exactly. 

Mr. Curtis. Is there any remedy in reference to a State that has 
local option ? 

Mr. Avis. No, sir; there isn’t. In that connection I might say that 
we explored this whole situation before the Kefauver committee at 
great length because there were complaints upon the part of, not the 
dry State, understand, but on the part of some of the revenue com- 
missioners in the local-option States like Tennessee and Georgia and 
others, and we prepared a bill which would make the Liquor En- 
forcement Act of 1936 applic: able to local-option States, which was 
introduced by Congressman Camp, of Georgia, a member of the Ways 
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and Means Committee, to rectify that situation. I am not sure it was 
not also introduced in the Senate by Senator O’Conor. I am not sure 
about that, whether or not the Kefauver committee did introduce a 
bill to deal with that situation. I am inclined to think so, but I would 
have to check to be sure. That is the only solution of it, and of course 
it is a prohibit on problem and it presents an extremely difficult 
enforcement problem. 

Chairman Kran. Thank you, Mr. Avis. We appreciate your testi- 
mony. 

Mr. Avis. Thank you very much, Mr. Chairman. 

Chairman Kean. Will Special Agent Martin Webb and Revenu 
Agent Charles Malmesbury please come up ! 


STATEMENTS OF MARTIN L. WEBB, HEAD, INTELLIGENCE DIVI- 
SION, OFFICE OF THE DIRECTOR OF INTERNAL REVENUE, ST. 
LOUIS, MO., AND CHARLES H. MALMESBURY, INTERNAL REVENUE 
AGENT, PHILADELPHIA DISTRICT 


Chairman Kran. Will you give your names, addresses and posi- 
tions that you hold? 

Mr. Wess. My name is Martin L. Webb. I am head of the Intelli- 
gence Division in the Office of the Director of Internal Revenue, St. 
Louis, Mo. 

Mr. Matmrssury. My name is Charles H. Malmesbury. I am an 
internal revenue agent in the Philadelphia District. 

Chairman Kean. Mr. Tobin? 

Mr. Torin. Mr. Webb, were you assigned in November of 1951 to 
conduct the joint investigation with this subcommittee of the income 
tax returns of Carroll E. Mealey, former Deputy Commissioner of the 
then Alcohol Tax Unit? 

Mr. Wess. I was. 

Mr. Tosry. Mr. Malmesbury, were you similarly assigned ? 

Mr. Matmespury. I was. 

Mr. Torrs On what date were you gentlemen assigned to this 
invest io il ion ( 

Mr. Ween. I arrived in New York City on the 18th of November in 
1951 and received my assignment the next day from Mr. Frank W. 
Lohn, who was at that time a special agent in charge in the Intelli- 
gence Division, and was assigned to cooperate with the subcommittee. 

Mr. Torry. In the New York investigations? 

Mr. Wess. Yes, sir. 

Mr. Torry. The assignment covered an audit of the tax returns of 
Mr. Mealey for what years? 

Mr. Wess. We investigated the income-tax liabilities of Mr. Mealey 
and his wife for the calendar years 1946 to 1950, inclusive. We also 
were further assigned to investigate his activities, expenditures and 
any other matters that would come to our attention during the investi- 
gation. 
~ Mr. Torrn. How (id you begin this investigation ? 

Mr. Wres. We © \tained the tax returns from the office of the 
Collector of Internal Revenue at Albany and proceeded to Albany 
and interviewed Mr. Mealey at his home, which were the first steps we 
took in connection with the investigation. 
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Mr. Tosrn. Did you discuss with Mr. Mealey his financial affairs 

h before and during the period covered by this audit? 

Mr. Wess. Yes, we ud: 

Mr. Toprn. Will you describe bri fly what he told you, please ? 

Mr. Wess. Briefly, at the time we spoke to Mr. Mealey he was at 

ne under a doctor’s care and we spoke to him in the presence of his 

orney, who was at his home that evening, I believe the evening of 
November 27, as I recall. 

At that time we took the tack that we always take on all investiga- 
tions of this nature to determine his sources of income. his sources of 
any other funds that he might have received during the taxable 
period. We interrogated him as to his assets and liabilities during the 
period and prior to that period we attempted to determine whether or 
not he had received any gifts, any inheritances or funds of any other 
nature. 

We also discussed his bank account, whether or not he had any safe- 
deposit boxes, whether his wife or any other members of his family 
had received any funds or had any other income. 

As I say, we more or less tried to develop the background of Mr. 
Mealey according to where he received his funds and where he dis- 
posed of them, in order to determine the nature of the investigation 
that we would have to conduct. 

We also asked Mr. Mealey for whatever records he might have which 
would aid us in the investigation. He gave us a list of his insurance 
policies, he gave us his canceled checks for his bank account for the 
} years 1948 to 1950, he gave us a list of his bonds which were United 
States savings bonds. 

That generally is the nature of the interrogation that we went 
through with him at that time. It was informal in nature. 

Mr Torry. So that you were able to establish prior to the actual 
audit of his tax returns a rough idea as to his net worth and as to 
what he would tell you of his possible sources of income? 

Mr. Wess. I would say we did not establish in dollars and cents 
the amount of his net worth at that time. We did establish, however, 
the nature of the assets which would go to make up that net worth 
as we would discover it from the records that would be available to us. 

Mr. Torry. Mr. Mealey stated to you that during the period covered 
by the audit he had no sources of income or funds outside of those 
reflected on his tax returns? 

Mr. Wess. That is correct. 

Mr. Torry. After this interview with Mr. Mealey, you and Mr. 
Malmesbury began your audit ? 

Mr. Werss. That is correct. 

Mr. Tosty. What steps did you take to ascertain the correctness of 
the returns ? 

Mr. Wess. The first thing we did after we procured the canceled 
checks from Mr. Mealey was to analyze these checks for purposes of 
determining the expen iditures from his bank account, the nature of 
those expenditures and to whom the payments were made. 

We also analyzed the bank account to determine what had been 
deposited in this account. We then determined that it would be 
necessary, since we did not have canceled checks for the period 1946 
and 1947, to make a canvass of vendors and payees of these checks to 
determine if there had been any other payments made to these persons 
or firms other than shown by the wal account. 
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Those were the primary steps we took in order to determine what 
income had been received and deposited in the bank account and 
what the disposition of these funds had been and whether there were 
any more expe nditures. 

Mr. Torry. Approximately how many people would you say you 
found it necessary to contact to establish these matters ? 

Mr. Wenn. We conducted this investigation in two phases. One was 
personal interviews at firms in Albany and also some in New York 
and in Washington and then a circularization of a number of other 
firms and individuals by letter to determine the same information, | 
would say roughly we interviewed between 100 and 125 different firms 
and individuals by either _personal interview or through letters. 

Mr. Torry. Mr. Mealey’s way of life during the pe riod covered by 
the audit presented additional problems to you, did it not? 

Mr. Wess. Yes, it did in this respect: During the period that Mr. 
Mealey was the Deputy Commissioner of the Alcohol Tax Unit, he 
maintained his home in Albany and commuted almost every week he 
was in Washington between Albany and Washington. While in 
Washington, he lived at a local hotel here. 

He also had two sons who at that time were in school. One was in a 
college in Massachusetts and another was in a local school for part of 
the time and later attended a seminary in Connecticut. Our problem 
was not only to determine what expenditures had been made through 
analysis of these checks but also to determine what other expenditures 
would have had to have been made in order to live as he did, com- 
muting between Washington and Albany frequently. 

Mr. Tosrn. So that, for example, you had to compute the number 
of trips from Washington to Albany and the cost of such trips? 

Mr. Wess. That is right. 

Mr. Torrn. And the expenses of his stay at the hotel here in the 
District of Columbia ¢ 

Mr. Wess. We also had to determine the reasonable amount of 
funds he would have had to spend for food and other necessities here 
and also we found it necessary, after our investigation progressed, to 
determine how much there would have been expended for food for the 
family at home due to the fact we found that expenditures from the 
bank account did not include those items. 

Mr. Torrn. In other words, there were a great many ordinary items 
of living expense which Mr. Mealey must have incurred during this 
period which could not be accounted for by an analysis of his “bank 
account ¢ 

Mr. Weve. That is correct. 

Mr. Torry. So that they were either paid in cash or paid for by some 
other means? 

Mr. Wess. Yes, sir. 

Mr. Torrn. With respect to the year 1946, which was the first year 
covered by your audit, Mr. Malmesbury proposed additions to gross 
income, did he not? 

Mr. Wess. That is correct. 

May I interrupt with one point before we go any further here? 

Mr. Torin. Certainly. 

Mr. Wess. One point which aided us greatly in determining the 
expenditures made by Mr. Mealey was the fact that with one exception 
during the 5 years that he was in office we were able to trace into his 
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ink account each item of income which we knew about and which had 
n reported by him on his returns. In other words, he made intact 
deposits of his reported receipts during this period. So we were 
. to determine what expe nditures had been made out of reported 
come and what expenditures had been made out of some other source. 

Mr. Tosin. What was the result of the audit for the year 1946, Mr. 
Malmesbury ¢ 

Mr. Matmespury. We determined a deficiency of $732.24 and a 
penalty of $366.12. ve 

Mr. Tosry. What was the basis for the additional assessment ? 

Mr. Maumessury. These items of additional unreported income 
over what he had actually reported on his return determined by our 
investigation. 

Mr. Tosrn. How much additional income did you charge Mr. 
Mealey with for the year 1946? 

Mr. Matmespury, $2,555.31. 

Mr. Topntn. That consisted of what ? 

Mr. Matmespury. Unreported income of $196.58, a fur coat of 
$9 400, then we had another deduction there as an adjustment, his 
pension fund income had been incorrectly reported on his return, 
which made a slight reduction of $41.27, giving $2,555.3 

Mr. Tostn. So that for the year 1946 there were technical adjust- 
ments in the treatment of Mr. Mealey’s pension from the State of 
New York and he was charged with the cost of this fur coat and these 
other cash expenditures which could not have been spent out of the 
proceeds of the income reported on his return 

Mr. Matmessury. That is right. 

Mr. Tosrn. How did you establish the fur-coat transaction ¢ 

Mr. Matmespury. I think Mr. Webb can answer that better than 
I can. 

Mr. Wess. During the course of the investigation we examined the 
records of a local department store in Albany and also the records 
of the General Insurance Agency i —_ y. We found that in No- 
vember 1946 Mr. Mealey had femal nutria fur coat with this 
agency for the purpose of, it is what we c all a floater policy, to insure 
the coat against loss. At that time the value of the fur coat was set 

$2,700 as full value of the coat. 

We also found the record of this loeal department store where Mrs. 
Mealey had stored the coat during several summer seasons. 

We examined the bank records and all available records and did 
not find that the fur coat had been paid for out of the bank account 
during the year 1946. After a great deal of investigation, we did 
determine that this fur coat had been purchased by Mrs. Mealey in 
New York City. It was purchased from a firm calle 1 Sadie Yore, Ine. 

Mr. Tosrn. Will you spell that for the reporter, please? 

Mr. WEBB. I will revise that. The fur coat was purchased from 
a Mrs. Sylvia Nachman who was trading as Sadie Yore, at 1 West 
Fifty- second Street, New York City. The fur coat was bought on 
November 2, 1946, and was paid “a by two payments, one on Novem- 
ber 2 of $100 and one on November 15 of $1,880, a total payment of 
$1,980 for the fur coat. The coat was pure hased by « ash, au ‘cording 
to the records of Mrs. Yore because there were no records to indic ate 
that a check had been received for this amount, whereas, there was 
cash received and deposited in sufficient amounts to have paid for 
the coat. 
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Mr. Torry. In the course of establishing that you had to go to tl 
bank records of Mrs. Nachman ? 

Mr. Wess. That is right. This was established by an examinat 
of the bank records of the Manufacturers Trust Co. in New York 
where Mrs. Nachman did business. 

Mr. Torsin. The bank records of - Meal ey which reflect all of 
his reported 1 ixable Ineo! 1e do not vive iy indi ( it] pe of the Source 
of this $1,800 payment ¢ 

Mr. Wess. No: there was no withdrawal from the bank account 
il amounts which would have been sufficient to pay for this fur coat 
As I mentioned before, we had no canceled checks. We did recor 
struct the ka account from available information to determine that 
all but about $2.700 of the checks out of the bank account that year 
we were able to identify as to their disposition. 

Mr. Curtis. Was it established who paid for the coat? 

Mr. Wess. Mrs. Nachman stated that the coat was paid for by 
Mrs. Mealey. 

Mr, Curtis. Did Mrs. Mealey ever give any explanation as to where 
she got the money ¢ 

Mr. Wess. No, sir, I was never able to interview either Mr. or Mrs. 
Mealey after the first interview with them. 

Mr. Curtis. You donot know whether it was paid from income? 

Mr. Wess. It was not paid from reported income. 

Mr. Curtis. Were you able to satisfy yourself whether it was paid 
from income upon which a tax should have been paid ? 

Mr. Wess. Only to the extent that we established for the purpose 
of this investigation, that all expenditures not out of the bank account 
were from some source which to this time is unknown to us. 

Mr. Tosry. But by Mr. Mealey’s own statement he received no gifts 
during this period ? 

Mr. Wess. That is correct. 

Mr. Torry. So this could not have been paid for out of his bank 
account which is where his reported income was. Either his statement 
that he received no gifts is incorrect or this purchase was made out 
of reported income. 

Mr. Wess. That is correct. 

Mr. Byrnes. How about Mrs. Mealey? She is the one that paid 
for this. Did you examine her account ? 

Mr. Wess. Yes, sir. They stated during the first interview that 
she had no separate funds and no separate income and further on 
this bank account, which was a joint account, a great number of 
the checks were actually drawn by Mrs. Mealey for household and 
other expenses. 

Mr. Byrnes. So there is no question but what the source of any 
funds that Mrs. Mealey used to pay for this coat must have come 
from Mr. Meal P 

Mr. ven bp. That is correct, sir, or that they testified falsely to me 
in the first place. 

Mr. Curtis. Did she testify as to whether or not she ever received 
any gifts? 

Mr. Weprs. Not personally, no, sir. She testified to the extent—Mr. 
Mealey stated that his wife had no inheritances, separate income or 
had not received any gifts or other source of funds. It is, of course, 
possible that the information received from him was false. 
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Chairman Kran. Has Mrs. Mealey also been ill ? 

Mr. Wess. No, sir, not tothe extent that Mr. Mealey has. 

Chairman Kran. I mean, have you attempted to ask Mrs. Mealey 

uit this transaction since you found it out ¢ 

Mr. Wess. No, sir, I have not, due to the attitude of Mr. Mealey’s 

ttorney regarding any interrogation of either one of them. 

Chairman Kran. You did discuss the matter with Mr. Meal 

torney ¢ 

Mr. Weprs. In ceneral, We did not go into this specific item. We 

d we wanted to discuss all matters we had discovered during the 

vestigation. We were not allowed an opportunity by his attorney 

conduct the inquiry in this matter. 

Chairman Kran. Mr. Mealey’s attorney indicated you would not 

ble to ask Mrs. Mealey about this subject or any other subject ? 

Mr . Wess. I can’t say specifically on that one point that I asked 

m. 

Chairman Kean. I mean about any; you would not be able to talk 
to Mrs. Mealey about anything. 

Mr. Wess. I think that is a correct interpretation, sir. 

Mr. Torstn. Is there any additional information which you have 
btained subsequent to the submission of this report which bears on 
this fur-coat transaction ? 

Mr. Wess. At the time my report was submitted the question of the 
fur coat was still up in the air. We had not discovered the exact place 

here it had been purchased. 

Subsequent to that an interview was conducted by agents of the 
Bureau with one Louis Pokrass, a member of the liquor industry, 

hairman of the board of the Teleking Corp. in New York City, and 

who during the period we were interested in was enaged in the liquor 
business. Mr. Pokrass testified that he recommended to Mr. Mealey 
that he go see Mrs. Nachman for the purpose of purch: asing this fur 
coat. His testimony was that Mr. Mealey had asked him if he knew 

here he could find a good fur coat cheap and that he recommended 
Mrs. Nachman as being a person who had provided furs for members 
of his family. 

Mr. Pokrass, however, further stated he did not pay for the coat, 
that his credit was not used to purchase the coat, and that he did not 
guarantee payment for it. We have found no evidence contrary to 
those statements. 

Mr. Torrx. He did, however, introduce the Mealeys to Mrs. Nach- 
man for the purpose of making the transaction, is that right? 

Mr. Wess. That is right. Mrs. Nachman also verified that at the 
time of the interview. I did not personally interview Mrs. Nachman 
but an investigator in New York did and I have the results of that 
il investigati ion ao ated in my report. 

Mr. Tonrn. Mrs. Nachman also stated that Mr. Pokrass did not pay 
for the coat ? 

Mr. Wess. That is right. 

Mr. Tostn. Did she state where she did receive the money? 

Mr. Wess. She was unable to state specifically other than what her 
records showed. She had no independent recollection, as I recall, 
how the amounts were paid except the records showed they were paid 


by Mrs. Carroll Mealey. 
































56 INTERNAL REVENUE INVESTIGATION 


Mr. Torrx. During the month of November 1946 was a basic permit 
issued by order of Deputy Commissioner Mealey to Mr. Pokrass or a 
firm controlled by him ? 

Mr. Weep. According to the records of the Alcohol Tax Unit, a 
basic permit was issued by the district supervisor of the New York 
district of the Alcohol Tax Unit upon orders of Mr. Mealey to the 
Gotham Liquor Corp., a firm in which Mr. Pokrass was interested. 
To what extent. I am not familiar, but he was the person who was 
applying through this corporation for a permit. 

Mr. Tosrn. He had previously ms ie several applications for per- 
mits which had been unsuccessful ? 

Mr. Wess. That is right. 

Chairman Kran. Did you say the applications had been turned 
down ? 

Mr. Tortn. Previous applications to this one’ had been turned down, 
Mr. Chairman. 

Mr. Wess. There is a history in the Alcohol Tax Unit of numerous 
violations of Alcohol Tax Unit regulations and some investigations 
tending toward criminal prosecution of firms in which Mr. Pokrass 
had been interested during the war years. 

Mr. Boees. What is that man’s name? 

Mr. Wess. Pokrass. Louis I. Pokrass. 

Mr. Boces. What is his address? 

Mr. Wess. He is with the Teleking Corp. 

Chairman Kean. Will you repeat that? 

Mr. Wess. T-e-l-e-k-i-n-g Corp., 603 West Twenty-third Street, 
New York City. 

Mr. Boces. What is the business of the corporation ? 

Mr. Weses. Television manufacturers. 

Mr. Tostn. They manufacture television sets? 

Mr. Wess. That is correct. 

Chairman Kran. ‘This was before the days of much television and at 
this time Mr. Pokrass was generally in the liquor business? 

Mr. Weep He was trying to get back in the liquor business because 


permits whic! had been issued to various firms in which he had been 
previously i1 ‘sted had betes either revoked or had expired. 

Mr. Torrn. That was the ( apitol Wines and Spirits Corp. 

Mr. Wess. ‘That is right. I believe the committee has a great deal 


of previous testimo ny on this st a ject. 

Mr. Curtis. Was the permit that was issued to him issued upon 
the direct intervention of Mr. M ealey ? 

Mr. Wess. Yes; according to testimony which I think Mr. Mealey 
gave to the counsel of this committee at the previous time. 

Mr. Curtis. Without that intervention it would not have been 
issued ? 

Mr. Wess. The previous applications had been in the process of 
eing denied and they would not allow them to be denied. They would 
withdraw them before the denial had reached the final stage. At 
the time that this matter came up there was no application pending, 
but one was made within a day or two after a telephone call was 
made to Mr. Wright in the oflice of the district supervisor in New 
York. A new application was brought in and was approved within 
a month by the district supervisor. 
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Mr. Curtis. What was Mealey’s title at that time? 

Mr. Weevs. He was the Deputy Commissioner of the Alcohol 
Tax Unit. 

Mr. Curtis. Located where ? 

Mr. Wess. In Washington, D. C. 

Mr. Curtis. That meant the second in command in the Alcohol 
Tax Unit? 

Mr. Wess. That was the first in command in the Alcohol Tax Unit. 

Mr. Boees. How long had he been the re at that time ? 

Mr. Wess. He was appointed July 2, 1946. He had been in office 
less than 5 months, I would say, at the time. I can go into the details 
of this matter if the committee cares to, but there is a great deal of 
testimony in the files on it. 

Chairman Kean. That will not be necessary. We have another 
witness who will discuss that later on. 

Mr. 'Tosry. The adjustments then for the 1946 tax year are based 
primarily on the fur-coat transaction and to a lesser extent on cash 
expenditures made from sources outside the bank account ? 

Mr. Wess. That is correct. There was a very small amount of 
excess cash expended in 1946, so far as our investigation revealed. 

Mr. Tosi. Will you now state, Mr. Malmesbury, the result of your 
audit of Mr. Mealey’s income-tax return for the year 1947? 

Mr. Maumespury. There was a deficiency of $4,006.05 and a penalty 
of $2,003.08. 

Mr. Byrnes. What was the amount of the additional income? 

Mr. Mautmespury. There was a total adjustment in 1947 of 
$10,539.82. Of that, unreported income was $7,467.82; the pension- 
fund adjustment was $821.17; there was a 1947 Pontiac automobile, 
$1,842.20, and an RCA television set of $408.63. 

Mr. Byrnes. What is the figure leaving out the adjustment? Do 
you have the total there ? 

Mr. Matmessury. I beg your pardon, sir? I didn’t understand 
your question. 

Mr. Byrnes. What was the amount of additional income? 

Mr. Matmessury. $10,539.82. 

Mr. Byrnes. That doesn’t include the technical adjustments ? 

Mr. Matmespury. Technical adjustment, $821.17. That would 

give you a net figure of some $9,700. 

Mr. Torry. Mr. Malmesbury, do you want to describe the nature 
of the adjustments? You had unreported income in excess of $7,000 
obtained from an analysis of expenditures; is that correct ? 

Mr. Matmessury. Well, the unreported income is exactly like we 
did in 1946. It was the difference between the amount of additional 

cash income we had picked up from our investigation over and above 
what cash he had actually withdrawn from his bank account. 

Mr. Tostn. The additional income that you have just described 
was established mainly by ascertaining purchases with bills paid in 
cash and not from the bank account ? 

Mr. Wess. That is right. 

Mr. Torry. That aggregated some $4,000 ? 

Mr. Wess. That is correct. 

Mr. Tosrn. In addition to that you had an item of a 1947 Pontiac 
automobile. Would you describe that ? 
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Mr. Wers. In 1949 Mr. Mealey purchased a Buick automobile from 
the Capitol Buick Co., in Albany. He traded in a 1947 Pontiac auto 
mobile. From the serial number of that car we contacted the Genera! 
Motors people in Detroit and found that this car had been delivered 
to the Barton Miller Pontiac Co. of Poughkeepsie, N. Y. The records 
of Barton Miller revealed that this automobile had been sold to Mr. 
Louis I. Pokrass, the same gentleman of whom I spoke previously. 
This occurred in March 18, 1947. 

We traced the payment for this automobile to the bank account 
of Mr. Pokrass. It was paid for by check out of his bank account 
out of the Bank of Yorktown in New York City. Mr. Barton Miller 
stated that this automobile had been bought and paid for by Mr. 
Pokrass and had been delivered to Mr. Mealey, and that they had 
prepared a registration form for the State of New York to register 
the car in Mr. Mealey’s name. 

Mr. Pokrass, when interviewed by other agents in the Bureau ir 
New York, stated that he had purchased the automobile for Mr. 
Mealey at Mr. Mealey’s request because automobiles were in short 
supply and that he could get an automobile. 

Mr. Torry. Excuse me, Mr. Webb. With reference to that point, 
had Mr. Mealey prior to coming to Washington been connected with 
regulation of the automobile industry for the State of New York? 

Mr. Weer. Mr. Mealey, during the years from 1922 until 1943 5, was 
an employee of the State of New Y ork. At one time he was the com- 
missioner of motor vehicles for the State of New York for the period, 
I think, from 1938 to 1942, working his way up through various steps 
of that bureau. 

In 1942 he was appointed president of the New York State Tax 
Commission and remained in that position until February 1943, at 
which time, due to the change in administration, he was removed 
or resigned from the position. From May 1948 until July 1946 he 
was regional director for the National Safety Council, with offices 
in New York City. 

Mr. Torry. His activities with the National Safety Council would 
also have some bearing on the automobile business ? 

Mr. Wess. I would think so, yes. 

Mr. Torrn. Then, as a result of Mr. Mealey’s prior career of almost 
20 years, he had had some opportunity for widespread contact with 
people in the automobile business? 

Mr. Wess. I would believe so; yes, sir. 

Mr. Tortn. What was the nature of Mr. Pokrass’ contacts with the 
people in the automobile business? 

Mr. Wess. He stated or rather Mr. Barton Miller stated that he was 
a personal friend of Mr. Pokrass, had had previous dealings with him 
in connection with, I believe, cattle. They both were interested in 
cattle. Mr. Pokrass has a farm at New Paltz in New York, which is 
across the river from Poughkeepsie and was known in the area of 
Poughkeepsie because he has a home there. 

Mr. Tonrn. It was Mr. Pokrass’ testimony that Mr. Mealey experi- 
enced difficulty in obtaining an automobile and that Mr. Pokrass, be- 
cause of his contact with Mr. Barton Miller, of Poughkeepsie, was 
able to get Mr. Mealey an automobile at the time Mr. Mealey was not 


able to do so? 
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Mr. Wess. Yes. He further testified he had been reimbursed by 
Mr. Mealey for this automobile in cash and that he had not deposited 
the funds in his personal bank account but had used the money for 

onal expenses. 

Mr. Tosry. In other words, he had taken some $1,800 in cash and 
had not put that in the bank but simply spent it as the need arose / 

Mr. Wesrs. That is right. 

Mr. Torry. His bank accounts for this period do not reflect any de- 

{ of cash ? 

Mr. Wess. We found none because he was not certain as to what 
time he had received the money back from Mr. Mealey. Mr. Pokrass’, 
I might parenthetically insert, bank accounts were very substantial 
' it would be hard to even trace an amount of this nature. 

Mr. T 


Topix. You have included the value of the automobile as tax- 
income of Mr. Mealey? 
Mr. Were. On either one of two bases, on either the basis of possible 
pensation in connection with this previous matter that we dis- 
| or on the basis that it was additional cash which was available 
from some source because it did not come out of his bank ac- 
{ he repaid it. We have no evidence either pro or con as to 
payment of the funds involved in this automobile. 
“Torn. Mr. Mealey volunteered ho evidence or explanation ? 
Wess. No, sir. We have had no opportunity to question him 
specifically on this point. 
Mr. Tosry. Mr. Malmesbury, you have also charged Mr. Mealey in 
the year 1947 with the value of an RCA television set. Will you tell 
the subcommittee how you happened to come on that item / 


Mr. Weprr. Since I have that report in front of me, I will try to 
cover that point also. 
In checking the expenditures of Mr. Mealey, we found a payment 


to the RCA Service Co. for some $50 for a service contract. In con- 
tacting RCA Service, we found that they had received a previous pay- 
ment from a firm in Brooklyn, N. Y., for service in connection with an 
RCA television. This firm was J. Mullin & Sons on 84 Myrtle Street 
in Brooklyn. 

The records of Mullin & Sons indicated that on December 15, 1947, 
a television set, value of $408.23, was purchased by one William E. 
Kane of Austin Nichols & Co. 

Mr. Torin. That is K-a-n-e? 

Mr. Wess. K-a-n-e—and that the set had been delivered by Railway 
Express to Carroll E. Meaney at his home address in Albany, N. Y. 

Mr. Tosty. Who is Mr. William E. Kane? 

Mr. Wess. Mr. Kane is the public relations director of Austin 
Nichols & Co., at Third Avenue and Kent Street in Brooklyn, which 

a Wholesale liquor dealer. 

Mr. Tostn. A very large liquor dealer ? 

Mr. Wess. In the New York area. 

Mr. Tosin. What was the nature of Mr. Kane’s duties for Austin 
Nichols & Co.? 

Mr. Wess. He was in charge, as the title indicates, of public rela- 
tions and was also the contact man for Austin Nichols with various 
governmental regulatory agencies such as the Aleohol Tax Unit, and 
the New York State Liquor Authority. It was his job to handle their 
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tax problems as far as making contacts and attempting to get things 
taken care of. That is the testimony that Mr. Kane gave us regarding 
his duties. 

Mr. Tosrn. What was Mr. Kane’s testimony respecting the purchase 
of this television set? 

Mr. Wess. Very similar to that that Mr. Pokrass gave in that Mr. 
Mealey was interested in getting hold of a television set. Mr. Kane 
bought him one at a discount, and that he received reimbursement 
from Mr. Mealey in cash, either in New York or in Washington. He 
was not sure in what year he received it or whether it was by check 
orcash. But he said he did receive reimbursement. 

Mr. Torry. But he was unable to produce any evidence of the 
repayment ¢ 

Mr. Wess. That is correct. 

Mr. Torry. Did he state whether he had given Mr. Mealey a receipt 
for this payment? 

Mr. Wess. I don’t believe we covered that point exactly, Mr. Tobin. 

Mr. Torry. You have charged Mr. Mealey with the value of this 
television set as additional gross income for the year 1947. On what 
basis ? 

Mr. Wess. We have charged it to him on either one or two bases, 
because our investigation indicated that Mr. Kane was a close personal 
friend of Mr. Mealey’s as well as business associate; that he was in 
Mr. Mealey’s office in Washington on very many occasions in connec- 
tion with either business or personal matters, and the records of the 
Alcohol Tax Unit indicate that he did contact Mr. Mealey on numerous 
occasions in connection with the problems of Austin Nichols. 

We carried it on the basis of possible element of compensation in 
volved for whatever services Mr. Mealey might have been able to give 
him or on the basis it was additional cash received from some source 
by Mr. Mealey which paid for this television set. The payment was 
not made; if made, was not made out of his bank account. 

Mr. Torry. During the year 1947 you established, Mr. Malmesbury, 
substantial cash expenditures by Mr. Mealey; did you not? 

Mr. Maumespury. Yes, sir. 

Mr. Tortn. Will you describe the major items of cash expense with 
which you have charged Mr. Mealey ? 

Mr. Matmessury. You mean the larger ones or the whole list? 

Mr. Torin. I think the larger ones. 

Mr. Matmessury. The principal ones were insurance premiums and 
his household furniture and appliances, which is really redecoration 
of his house. 

Mr. Tosrn. He paid his insurance premiums in cash ? 

Mr. Maumespury. That is right. 

Mr. Tosrn. How much did on come to? 

Mr. Matmessury. In 1947, $1,756.61 

Mr. Torrn. How did you ests Bligh these were paid by cash? 

Mr. Matmessury. We went to the insurance broker in Albany, Penn 
Mutual Life Insurance Co. They showed us a record there where 
there had been an entry made on his cash daybook which indicated this 
premium had been paid in cash. 

Mr. Tosrn. Of $1,700? 

Mr. Marmespury. Yes. 

Mr. Wess. I might indicate there were several payments. This is 
the aggregate of those payments. There were several policies paid at 
different times. 
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Mr. Tonrx. And the records of the insurance broker reflect these 

ere paid in currency ? 

Mr. Wess. That is right. There were other payments also that 
were made by check. This was the amount that was paid by cash. 

Mr. Tozin. With respect to the major outlays for household furni- 
ture and redecoration you identified from the records of the suppliers 
concerned, they were always paid in cash ? 

Mr. Wess. These principal expenditures were made to an organi- 
zation known as Mayfair, Inc., interior decorators, located in Albany. 
I looked at the records of this organization. There was no identifying 
amount in there showing the payment by Mrs. Mealey as to whether 
it was cash or whether it was by check. But there was quite a substan- 
tial deposit of cash that day by that particular tradesman. So we went 
to the bank and tried to trace through to see if we could identify any 
check in the amount that Mrs. Mealey had purchased there. So the 
only conclusion we could arrive at, which the bookkeeper at that par- 
ticular organization substantiated, was that the amount must have 
been paid in cash. 

Chairman Kran. How much was it? 

Mr. Toxnrn. There were two amounts. Do you want to give those? 

Mr. Maumespury. $1,528. That particular Mayfair, Inc., this is a 
combination figure. 

Mr. Wess. There are a number of payments made during the year 
which aggregate $1,528 which was paid by cash. We can give you 
the details. 

Chairman Kean. Was that for purchase of furniture? 

Mr. Wess. Furniture and redecorating of the home. 

Mr. Byrnes. You refer to this one day where there were deposits 
of this Mayfair Co. in the bank on that day. What was the cash 
credit that was made to the Mealey account on that day ? 

Mr. Matmespury. I made a little mistake there in connection with 
Mayfair. Most of his expenditures with Mayfair were in 1948. I can 
give you the details in 1947. 

Mr. Tosrn. You charged him with a $1,500 expenditure in 1947. 
How did you arrive at that $1,500 cash figure ¢ 

Mr. Wess. In 1947 there were payments made to six firms in Albany, 
one was toan Albert Betzweizer, including $744, one to Mayfair which 

as $79.05, one to McGinniss Electric Co. of $338.25, a payment to a 
Clark Carpet Co. of $188.70—that is a total—and a payment to Joseph 
de George, a plumber, in the amount of $178. All these expenditures 
were made not out of the bank account of the taxpayer. 

Mr. Byrnes. Can you verify those with the company records? 

Mr. Wess. Yes, these all come from the company records. 

Mr. Byrnes. Did they identify them as cash payments? 

Mr. Wess. In some instances they did. In some instances their 
records did not indicate whether the payment was by cash or check, 
but in each instance after we identified the fact of the payment and 
the date it was paid, that was checked back against the taxpayers’ bank 
account. We could tell whether or not an amount was withdrawn from 
that bank account on or about that date or shortly thereafter. 

_Mr. Byrnes. Are these figures that you just gave us the accumulative 
bill that he incurred at those places during the course of the year 
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Mr. Wess. That is accumulative total for the year 1947. I can 
break that down further as to individual items if you care to. 

Mr. Byrnes. Generally though, I wondered whether he would pay 
$300 at one time or whether it would be periodic payments. 

Mr. Wess. He was very prompt in paying his bills. Most of these 
payments would be within a month after the expense was incurred. In 
other words, the usual billing of a month’s account by most commercial 
firms would be paid in a subsequent month. Does that answer your 
question, sir? 

Mr. Byrnes. It does in part. 

Mr. Wess. There was no big lump payment except in certain in- 
stances, except for the insurance firm where they would run four or 
five hundred dollars sometimes for one premium or a combination of 
premiums that came due at one time. These were paid in many 
instances in what we call dribs and drabs. They would run over a 
period of time. Some of them were down as small as a $2 item that we 
accumulated here in this figure. 

Mr. Torin. You have the transcript of his bank account for 1946 
and 1947, even though you did not have cash ? 

Mr. Wess. That is right. We have the transcripts of the bank 
ledger cards which shows each and every item withdrawn from the 
bank during that year. 

Mr. Toprn. If the check had been drawn even for $2, you would be 
able to find a $2 check, even though you would not be able to identify 
o whom it was drawn / 

Mr. Wess. In most instances these checks were for odd enough 
mounts, odd dollars and odd cents, that we could identify them spe- 
cifically by the time it was drawn, and the amount of it, as being 
identical with the payment that a vendor stated that they had received 
and that their records showed they did receive during that same period. 

Mr. Maumessury. I might add in some cases where the sender did 
not identify from his books and records the item being in cash or 
check, we went back to the depository of that particular bank and 
looked at the day’s deposit tickets for 2 or 3 days each way to try to 
determine if any check had been deposited in there which we could 
identify as Mealey’s. 

Mr. Byrnes. Were the checks drawn on Mr. Mealey’s account pay- 
able generally to specific payees ¢ 

Mr. Wess. Yes. In the years 1948, 1949, and 1950, in which we had 
the canceled checks there were only a total of $1,900 in checks drawn 
tocash. Inthe prior years we also segregated by round amounts and 
using the experience that we had seen in 1948 to 1950, we segregated 
some $3,400 in checks in 1946 and some $1,800 in 1947 which we 
allowed as cash out of the bank and offset against the amount of cash 
payments that we found during the year. In other words, these figures 
we are giving you are net after allowance for any cash that we could 
identify as coming out of the bank. 

Mr. Byrnes. Did Mr. Mealey conduct most of his day-to-day trans- 
actions with cash and eash that was not withdrawn from a bank 
account ¢ 

Mr. Wess. Speaking generally, no payments for any expenses in 
curred in Washington were ever paid out of the bank account with 
the exception of four checks during the 5-year period which were 
payable to the Mayflower Hotel where he resided. We found no evi- 
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dence of either the amount of payments that he made for food o1 
lodging or for transportation between here and Albany. 

Mr. Byrnes. Yet all of his reported income went into his bank 
account; is that right? 

Mr. Wess. That is right. Also, we found no evidence of any 
checks being drawn out of the bank account for food for the family 
at home. 

Chairman Kran. How much does a round trip to Albany cost 

Mr. Wess. It varies during the year. We took the smallest amount, 
which was a coach fare, and as our investigation indicated, for a num 
ber of years he did ride the coaches but after he had a heart attack 
in 1950 he rode the airplane, the figures varied. ‘They increased from 
around $17 a round trip up to around $25 or $30. I have the specific 

gures if you care to have them. The airplane fare was a little mor 
expensive. 

Chairman Kean. There are 52 weeks in the year. For 45 weeks, 
thinking he had a vacation, at say $20 a round trip, the fare alone 
would be practically a thousand dollars, wouldn't it ? 

Mr. Wess. That is right. We used on an average—I don’t think 
we used more than 40 to 45 tripsa year. This was not just an estimate. 
We calculated this by attempting to set down and chart Mr. Mealey’s 
location every day during the year as far as we could from the evi- 
dence we had. 

Mr. Tosrn. You made a chart of his whereabouts substantially for 
every day during that 5-year period ¢ 

Mr. Wess. That is right; from records we had. We also collected 
from hotel records; we could tell when he checked in and checked out. 

Chairman Kean. You mentioned some firms in 1947. The first 
firm you mentioned was a rather substantial item. You didn’t tell 
us what business that firm was in. You mentioned about five. 

Mr. Wees. McGinniss Electric, sir? 

Chairman Kean. The first one. 

Mr. Wern. Albert Betzweizer. He makes kitchen cabinets. 

Chairman Kran. That was about $500? 

Mr. Wess. Yes, sir; part of the redecoration. 

Mr. Byrnes. That was paid in a lump sui ? 

Mr. Wess. There were two or three payments involved in the figure. 

Chairman Kean. The time is getting late. Can you be back 
tomorrow ¢ 

Mr. Wess. Yes, sir. 

Chairman Kean. The committee will now adjourn until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:45 p. m. the committee adjourned until 10 a. m. 
Thursday, February 5, 1953.) 
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THURSDAY, FEBRUARY 5, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL REvENUE Laws, 
OF THE COMMITTEE ON Ways AND MEans, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Building, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 
Present: Representatives Kean, Curtis, King, O’Brien, and Boggs. 
Present also: John E. Tobin, chief counsel to the Subcommittee, 
and Joseph M. F. Ryan, Jr., assistant counsel. 


STATEMENTS OF MARTIN L. WEBB, HEAD, INTELLIGENCE DIVI- 
SION, OFFICE OF THE DIRECTOR OF INTERNAL REVENUE, ST. 
LOUIS, MO., AND CHARLES H. MALMESBURY, INTERNAL REVENUE 
AGENT, PHILADELPHIA DISTRICT 


Chairman Kean. The committee will come to order. 

Mr. Webb and Mr. Malmesbury. 

Mr. Torstn. Mr. Malmesbury, at the conclusion of yesterday’s session 
we had covered the results of your audit for the years 1946 and 1947. 
I wonder if you would state for the record, please, the final results 
of your audit for the 5-year period before we go into the details of 
the remaining three years. 

Mr. Matmespory. For the full 5-year period ? 

Mr. Tosrn. Yes. 

Mr. Mautmessury. Do you want it broken down as deficiency and 
penalty ? 

Mr. Tosry. Why don’t you state the reported income, the additional 
income you charged the taxpayer with, and the taxes and penalties. 

Mr. Matmessury. His income as reported on his returns was 
$51,196.99. 

Mr. Tostn. That is for the 5-year period ? 

Mr. Matmespury. That is right. The corrected income was $92,- 
094.92, making an additional income of $40,897.93. 

Mr. Tosrn. With what taxes? 

Mr. Matmessury. The deficiency was $11,930.23. Penalty was 
$5,965.12, making a total of $17,895.35. 

Mr. Tosrn. Thank you. 
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Chairman Kean. In other words, you figure he had almost twice the 
income that he reported ? 

Mr. Matmessury. That is correct. 

Topix. With respect to the year 1948, what additional income 
do you charge Mr. Mealey with? 

Mr. Matmessury. Additional income of $12,051.72, broken down 
as to unreported income of $10,689.07 and pension eat adjustment of 
$1,362.65. 

Mr. Torry. On what basis do you charge him with the unreported 
income of $10,689.07 ? 

Mr. Matmessury. Well, it is on the same basis we did in the other 
years. It was the additional cash expenditures we picked up above 
und beyond what he had actually withdrawn from his bank account in 
cash. 

Mr. Tostn. In other words, you established cash expenditures made 
from cash not taken from the bank account of roughly $10,700? 

Mr. Matmessury. That is correct. 

Mr. Torry. In the main, what was the nature of these cash expenses? 

Mr. Matmessury. His h ousehol 1 expenses, household furniture and 
appliances, I would say his insurance premiums. 

Mr. Tort. I believe you st: qc to tell us yesterday of a large cash 
payment to an interior decorator in Albany aggregating some $1,500 or 
$1,600 cash. 

Mr. Macmessury. That is right. 

Mr. Torin. Would you establish the nature of those payments, 
please ? 

Mr. Marmessury. His household furniture and appliances were 
paid principally to four different tradesmen during that period. One 
was Albert Betzweizer, an organization named Kermani, and May- 
fair, Inc. 

Betzweizer was the kitchen cabinets and kitchen appliances, for 
$404.50, and Kermani was for $395, and Mayfair, Inc., was $2,381.63. 
That was for decorating his house. 

Mr. Tostn. With respect to the amounts of cash which you esti- 
mated he must - ive spent during this year, those would be largely 
cost of food at home and while traveling and the cost of commuting 
to and from Albany ? 

Mr. Matmessury. That is correct. 

Mr. Tostn. I believe you testified yesterday, Mr. Webb, that you 
had estimated food costs at home at $1 a day per person and beginning 
with the year 1948, $5 a day for Mr. Mealey while he was living i In 
hotels. 

Mr. Wess. That is the method we used to compute, the food at 
home was a dollar a di Ly per person for the pe riod the -y were at home. 
We reduced our figures proportionately for the time Mr. Mealey was 
absent and for the time his son was away in school. The estimate 
we used for Mr. Mealey for food while he was away from home was 
$5 .aday. That was the only additional estimate we made. 

We also had one other large figure in 1948, a cash payment of 
£1,066.50 paid to the O’Connor Funeral Home in Albany by Mrs. 
Mealey on account of the funeral of her mother who passed away in 
that year. ‘That was paid in cash by Mrs. Mealey. 
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Mr. Tostn. The records of the funeral home so indicate? 

Mr. Wess. Yes, sir, that is from the records of the funeral home. 

There was a small amount of insurance collected which was de- 
posited in the bank account, but there was no check drawn out of the 
bank account to pay for the funeral expenses. 

Mr. Tosrx. With respect to Mr. Mealey’s hotel bills in Washington, 
were they paid for largely by check or by cash? 

Mr. Wess. In 1948 the total hotel bills were $1,189.01, of which 

hecks were issued in the amount of $214.53, the balance of $974.48 was 
paid by cash. This was verified by interviews with hotel employees, 
one in particular who took Mr. Mealey’s payments most of the time, 

nd she testified he usually paid in cash himself for these hotel bills. 
There was no check for the balance of these payments. 

Chairman Kran. Which hotel did you say Mr. Mealey stayed at? 

Mr. Wess. The Mayflower, sir. 

Mr. Torin. With respect to the check payments or the expenditure 
of money by check by Mr. Mealey during the year 1948, his check 
expenditures were roughly equal to or in excess of his reported income 
for the year, were they not / 

Mr. Wrens. During the year there was withdrawn from the bank 
account $11,936.30, of which $1,000 was in cash. There was expended 
in cash in addition to the checks from the bank account a total of 
$10,689.07. That is the net cash figure after giving credit for the 
$1,000 withdrawn from the bank account, giving us total expenditures 
during the year of $22,625.67 on a reported income of $9,286.41. 

Mr. Tostn. His check expenditures did not cover the commutation to 
\lbany or the major portion of his hotel expenses or the bulk of his 
expenses for refurnishing or redecorating the home? 

Mr. Wess. Yes, sir. 

Chairman Kran. Who paid the cash for the home, was it Mrs. 
Mealey or Mr. Mealey ¢ 

Mr. Wess. It seems to have been both of them, sir, who made the 
eee nts. Most of the cash withdrawn from the bank account was 
by Mrs. Mealey, apparently for current expenses. She would write 
checks when he was away from home. He also wrote checks at home 
during the time he was there over the weekend. There is no record 
specifically in any of these places as to who actually paid the money 
except in one or two instances, where like the funeral payment, it was 
one large amount which was paid by Mrs. Mealey, but they both 
handled the money. 

Mr. Tosry. With respect to the practice of Mr. Mealey in paying for 
so many of these expenses by cash, payments in cash would normally 
be difficult to trace, would they not? 

Mr. Wess. Yes, it would normally be difficult to determine from 
what source the cash is derived. In this instance we were able to 
determine that payments were made by cash, but where the cash 
came—is that the point you wanted ? 

Mr. Torry. Well, an ordinary office audit, for example, of Mr. 
Mealey’s tax returns for this period verified against his bank account 
records and canceled checks and what not would not disclose the 
substantial enh expenditures which he made during the year. 
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Mr. Wess. No, that is correct. Unless you went out and indepen- 
dently verified with the vendors the amount of money they received, 
an ordinary audit of his bank account as compared with his reported 
income would not have revealed this additional payment. 

Mr. Torry. And in order to establish these cash expenditures you 
had in effect to analyze Mr. Mealey’s way of life and determine the 

various places where he was accustomed to doing business and then go 
to each of these numerous vendors and ascertain from their records 
how much Mr. Mealey had spent there during these 5 years? 

Mr. Wess. Yes, sir, that is basically what was done in this case and 
what has to be done in this type of case where you are attempting 
to reconstruct a way of life for a person. 

Chairman Kean. Of course, you are not sure that you have found 
all of them ? 

Mr. Wesp. No, sir. 

Chairman Kran. Quite probably there were other vendors with 
whom Mr. Mealey did business that you don’t know anything about ? 

Mr. Wess. Yes, sir, and also there are a number of things that take 
place where we had no way of getting any kind of accurate, even 
estimate, of what they might be, such as vacations, spending money 
for the children, and automobile expenses other than what we found 
paid by check or where we found a a arge account for gasoline, and so 


on. Those expenditures are the type that we would not ordinarily 
find and would not ordinarily be taken into consideration. This is 
the very minimum of what we were able to determine. 

Chairman Kran. He probably spent a lot more. 

Mr. Wess. He could have. I don’t know whether he did or not, but 


he could have. 

Chairman Kran. Were the children away at school? 

Mr. Wesp. The son was in Holy Cross University, the oldest son, 
and the youngest son for part of the period was in C hristian Brothers 
Academy in Albany and later was in attendance at a seminary study- 
ing to be a priest, I believe. 

Chairman Kran. Do you make allowance for the expenses of college? 

Mr. Wess. We have an amount each year roughly totaling $1,400 
which we determined to be expended for school tuition and expenses 
for the older son. That is mostly paid by check. That is the only 
amount plus what we found paid for the younger son by check or by 
the records of the Christian Brothers Academy. 

Chairman Kean. Was that the academy in Albany ? 

Mr. Wess. Yes, sir; it is high-school level, sir. 

Chairman Kran. Probe ably the expenses weren’t very high. 

Mr. Wess. There was some tuition and other payments. 

Chairman Kean. Yes, tuition; but the expenses of a boy in college 
outside of tuition are apt to be fairly high, for a boy or girl. 

Mr. Wess. I might in all fairness say that these payments to Holy 
Cross are supposed to include tuition, board, and room and everything 
but books. 

Chairman Kean. Did the boy have an allowance, when he was at 
college? 

Mr. Wess. I presume he would have to have had. We have no 
record or estimate what it would be. We did not take that into con- 
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sideration, but it could well be there are additional expenses in that 
category. 

Chairman Kean. It is probable there were because there are usually 
extra expenses that any young man has at college which might amount 
to as much as a hundred dollars a month. 

Mr. Wess. It could very well be, sir. 

Mr. Tosrn. In your assessments for 1946 and 1947 you included no 
amounts for maintaining an automobile or anything of that nature! 

Mr. Wess. We only included the amounts for which we had the 
tual figures. 

Mr. Toptn. Which were very small for those 2 years? 

Mr. Wess. Yes, sir; and we only had some $124 set up for 1948 for 
automobile expenses. That is the amount, that is roughly $10 a month 
that we found a record of. There may have been more. We made no 
estimate for the automobile expenses. 

Mr. Toprn. You haven’t charged Mr. Mealey with, for example, 
anything for spending money while he was on the road other than 
what you can verify from the records of the hotel and this allowance 
of either four or five dollars a day for meals? 

Mr. Wess. That is right. 

Chairman Kean, The taxis in Washington, for instance; you have 
not estimated anything for that ? 

Mr. Wess. No, sir. I did know he would have to eat three meals 
aday. Whether he rode taxis or walked, we had no way of knowing. 

Chairman Keay. It is a good healthy walk from the Mayflower 
down to the Bureau. 

Mr. Tostn. Do you think it is possible to eat at the Mayflower for 
$5 a day? 

Mr. Wess. I have never eaten there, so I wouldn’t know, sir. 

Mr. Tosrn. Then to summarize the year 1948, you charge Mr. Mealey 
with unreported income of $12,051.72; is that right ? 

Mr. Wess. Yes, sir. 

Mr. Tonrn. Against a reported income of $9,286.41 ? 

Mr. Wess, That is right. 

Mr. Toprn. And the unreported income with which you have 
charged him does not include estimates for any of these matters that 
we have just been discussing here ? 

Mr. Wess. No, sir. 

Mr. Tosrn. That is also true of the other years? 

Mr. Wess. That is right, sir. 

Mr. Torry. Mr. Malmesbury, turning now to the year 1949, with 
what additional income did you’ charge Mr. Mealey? 

Mr. Matmessury. Unreported income of $9,648.49. 

Mr. Tosrn. Would you repeat that, please? 

Mr. Matmespury. $9,648.49. 

Mr. Tosrn. And of what does that amount consist ? 

Mr. Matmessury. The principal items in those years were household 
furniture and appliances, insurance premiums, his hotel expenses, 
travel fares, food costs. 

Mr. Tostn. What were his hotel bills for that year in Washington? 

Mr. Matmespury. We computed a figure here of $1,562.01. 

Mr. Tosrn. That was by examining the records of the hotel? 
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Mr. Matmessvry. That is correct. 

Mr. Topix. What part of that figure of $1,500 was paid by check? 

Mr. Matmessury. None. 

Mr. Torry. So that in the year 1949 all of his hotel expenses in 
Washington, so far as you were able to determine, were paid out 
of cash? 

Mr. Matmessury. That is right. 

Mr. Tosry. And the same is true also of the cost of traveling be- 
tween here and Albany ? 

Mr. Wess. That is right. That is computed at $1,030.23. 

Mr. Torin. With respect to the amounts bor which you have charged 
him each year for commuting to Albany, would you tell the committee, 
Mr. Webb, in a little more detail than you were able to yesterday just 
how you determined the number of trips Mr. Mealey m: ade to Albany 
each year? 

Mr. Wess. That was computed by taking the records of the hotel 
here to determine when he was in Washington. I was able to deter- 
mine when he was in Albany by the fact that he wrote checks on 
his bank account against the bank up there. They were written on, 
say, like Friday evening or Saturday or Sunday. I had access to 
calendar diaries kept by Mr. Mealey’s secretary here in the office 
in Washington which showed when he was in the office and some nota- 
tion when he departed to go home, and so forth. From there I pre- 
pared a chart showing his location as far as I had evidence of it each 
day of every year duri ing this period and then also I was able to com- 
pute the times that he would have commuted between Albany and 
Washington. On that basis then we went to the New York Central 
Railroad and to the American Air Lines and got their fares, applicable 
fares for the period. It had increased during the period but it started 
around $17 and got up to twenty-some-odd dollars for railroad coach 
fares. 

Mr. Torrtn. You charged him only with coach fares? 

Mr. Wess. Only coach fares, round trip. After 1950, April of 
1950, he flew on the American Air Lines and we got the amount of fares 
there. So this trip business was a matter of calculation rather than 
just estimate, I would say, and it was based on the best available in- 
formation we had. The number of trips varied from around 20 in 
1946, which was the first year, up to 40 or 45 for the subsequent 
period. We actually had the hotel statements showing when he 
checked in and when he checked out. Then we had evidence that, 
during the month, that interim period he was in Albany. 

Mr. Torry. You also had access to leave and expense account rec- 
ords of the Bureau of Internal Revenue, did you not ? 

Mr. Wess. That is correct. We also got records showing when he 
was on leave. He usually took his annual leave in a lump amount of 
about 5 weeks during either August or September of each year. He 
also made some trips on which he submitted expense accounts during 
1946 and 1947 and we had those figures available to us also. 

Mr. Torrx. Turning now to the year 1949, Mr. Mealey furnished 
you with some information, did he not, as to cash expenses made by 
him during the year? For example, on his tax returns he claimed 
certain deductions which apparently were made in cash ? 
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Mr. Wess. That is right. In connection with his expenses, he 
claimed certain contributions to charity and taxes and from those 
we did not find that some of those claims were paid out of the bank 
account. 

Mr. Torrn. But you allowed those deductions in any event? 

Mr. Wess. We allowed the deductions and set up the additional 
amount as paid by cash. 

Chairman Kran. Were they substantial amounts? 

Mr. Wess. I would not say they were out of line. 

Chairman Kean. I mean a man goes to church and puts money in 
the plate ; naturally, that is taken for granted, it is O. K. 

Mr. Wees. He claimed a total of $500 for charitable contributions. 

Mr. Topsrn. Were there any other items of income received by Mr. 
Mealey in 1949 and reported on his tax returns other than his salary 
from the United States and his pension from the State of New 
York ¢ 

Mr. Wess. Yes, sir. There was an item which was called other 
income, fees and consultant fees. That amount was $1,005. It was 
made up of payments from two sources. One was a check for $5 
received from the New York State Civil Service Commission for 
helping them prepare an examination for motor vehicle title ex- 
aminer. In other words, they utilized his services in helping to 
prepare an examination because of his long service with that bureau. 
There were two checks for $500 each received in 1949 from the law 
firm of DeGraff & Foy, of Albany, N. Y. This firm is a partnership 
or association of Mr. John T. DeGraff and Mr. George Foy. 

Mr. Tosrn. What was the purpose of these two $500 payments by 
this law firm to Mr. Mealey ? 

Mr. Wess. The purpose, according to testimony received from Mr. 
DeGraff and Mr. Foy, was for legal consultation given to them by 
Mr. Mealey in connection with the proposed revision of the civil- 
service system of the city of New York, which their firm was con- 
templating handling and which they later gave up. 

Mr. Torn. This is an Alb: any law firm retained to handle a matter 
involving the civil-service system of the city of New York? 

Mr. Wess. That is what they told us. 

Mr. Tosin. Is there any substantiation of that that you know of? 

Mr. Wess. I have none outside of their own testimony. They said 
they talked with Mr. Mealey on numerous occasions in regard to 
people in New York with whom they could place confidence in setting 
up this revision of the system and that they felt that his advice had 
been valuable and they wanted to compensate him for it. He did not 
submit any bills or any request for payment but they did give him 
two checks in ane amount of $500 each in 1949 and an additional check 
for $500 in 1950, all for the same purpose. 

Chairman Ke ‘nN. Do you mean that the city of New York is sup- 
posed to have employed an Albany firm to set up their civil-service 
reguiations$ 

Mr. Wese. That is right, the story was given to me, sir, by 
Mr. DeGraff and Mr. Foy. Mr. Foy also told us that he had con- 
sulted with Mr. Mealey from time to time in connection with motor- 
vehicle legislation that Mr. Foy was interested in as an assemblyman. 
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Chairman Kean. The justification for that is that Mr. Mealey had 
a great deal of experience in the motor-vehicle department ? 

Mr. Wess. As I stated before, they never took on this job with 
the civil-service job in New York because Mr. DeGraff stated he 
became ill. They never took the job, no, sir. 

Chairman Kran. They just thought they might some day take 
the job and therefore they employed Mr. Mealey because they thought 
they might some day be employed by the city of New York? The 
city of New York would have the final say on who should be em- 
ployed. It wouldn’t be the State of New York but the city. 

Mr. Wess. That is right. 

Chairman Kean. There are a lot of lawyers in New York, a lot 
of able lawyers. 

Mr. Wess. That is right. 

Also, I might point out that Mr. Foy said he paid this out of his 
own pocket for consultation on New York State business as an 
assemblyman. 

Chairman Kean. Was it charged by the firm or only by Mr. Foy? 

Mr. Wess. It was paid by the firm. The checks were firm checks. 

Mr. Tosrn. Any other questions with respect to 1949 

Chairman Kran. No. 

Mr. Torry. Let us turn then, Mr. Malmesbury, to the year 1950. 
What income did Mr. Mealey report in the year 1950? 

Mr. Maumessury. He reported $12,991. 88. The corrected income 
was $19,014.47, making additional income of $6,102.59. 

Mr. Tosrn. Of what did the reported income consist? 

Mr. Macmessury. Salary from the United States Government, $11,- 
026.92; pension, $1,578.27; consultant fees, $1,750, making a total of 
$14,355.19. 

Chairman Kran. That pension, was that a New York State 
pension ¢ 

Mr. Matmespsury. That is right. 

Mr. Tostn. He offset against that gross-income deductions for 
contributions which you allowed him ? 

Mr. Matmessury. That is right. 

Mr. Tostn. Leaving a net taxable reported income of $12,911.88. 
What were these consultant fees, by whom were they paid? 

Mr. Matmessury. Mr. Webb can answer that better than I can. 

Mr. Wess. The consultant fees consisted of three different items. 
The first was an additional payment of $500 from the firm of DeGraff 
& Foy, as I stated previously in regard to 1949. 

Chairman Kran. That was the third payment. They paid $1,500 
in all? 

Mr. Wess. That is correct, sir. There was a payment received on 
August 11, 1950, of $1,000 from the Teleking Corp., 601 West Twenty- 
sixth Street, New York City. The check was written by Mr. Louis I. 
Pokrass, the gentleman of whom I spoke yesterday. There was a 
check for $250 received from an attorney who has offices in Washing- 
ton and in Brooklyn, a Mr. Arthur B. Carton, which was described 
as a consultant fee. 
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Mr. Tontn. With respect to the $1,000 for Teleking Corp., did you 
ascertain from the corporation or Mr. Pokrass what services had been 
rendered by Mr. Mealey ? 

Mr. Wess. I received a letter from Mr. Pokrass in response to a 
request that I made as to the nature of this fee and of an additional 
fee for $1,000 which were received in 1951, which we didn’t cover in 
the investigation. He stated it was for legal advice and counsel 
rendered by Mr. Mealey to the corporation. There was no identifica- 
tion made of the nature of this legal advice. Later, when Mr. Pokrass 
was interviewed by agents of the Bureau in New York, he said that he 
had consulted with Mr. Mealey from time to time regarding legal 
problems of the corporation and that he felt somewhat embarrassed by 
having taken this advice without paying for it and that without solici- 
tation from Mr. Mealey he had these two checks drawn on the corporate 
bank account and paid to him, one in 1950 and one in 1951, each for 
$1,000. 

Mr. Tonin. Mr. Mealey was a lawyer, was he not? 

Mr. Wess. That is correct. He is a licensed attorney in the State 
of New York. 

Mr. Torry. These legal problems which Teleking Corp. consulted 
Mr. Mealey on would not probably involve liquor matters, would they ¢ 

Mr. Wess. I doubt seriously if they would. The nature of Tele- 
king’s business would not ordinarily have anything to do with the 
liquor industry. 

Mr. Tostn. Would they be likely to involve problems relating to the 
motor vehicle laws of New York? 

Mr. Wess. It would be problematical that they would not. We 
could by some stretch of the imagination bring up some problem that 
might be involved, but, generally speaking, I would say “No.” 

Mr. Tosrn. In the main those were the fields in which Mr. Mealey 
would be principally qualified to give advice ? 

Mr. Wess. I would think so. 

Chairman Kran. Had Mr. Mealey practiced law? 

Mr. Wess. Mr. Mealey last practiced law individually in 1921. 

Chairman Kean, In 1921? 

Mr. Wess. Yes, sir. 

Chairman Kran. So that he had had no experience in practicing law 
from 1921 until 1949 or 28 years since he actually practiced law ¢ 

Mr. Wess. The record shows that. As to what his knowledge of 
the law was, sir, I am not aware. 

Chairman Kean. When did Mr. Mealey get through law school ¢ 
When did he start practicing law ? 

Mr. Wess. He got out of law school in 1915. 

Chairman Kean. So he practiced law for about 6 years? 

Mr. Wess. During part of that time he was a deputy collector in 
the Office of the Collector of Internal Revenue in Albany for about 2 
years. He only practiced law on his own account for roughly about 
2 to 3 years before going with the motor vehicle bureau in 1922. 

Chairman Kean. You say for his own account. He also probably 
did some clerkship in a law office before that. 
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Mr. Wess. According to his own statements he practiced law on his 
own account in the cities of Brewster and Carmel, N. Y., in Putnam 
County, which is where he was born. That is his original home. 

Chairman Kran. What law school did he graduate from? 

Mr. Wess. The Albany Law School. 

Mr. Tortn. He got out of law school in 1915? 

Mr. Wess. Yes. 

Mr. Torin. And thereafter—— 

Mr Wess. I can give you the accurate dates of that if you care to 
have that for the record. He graduated from the Greenwich (N. Y.) 
High School in 1911 and from Albany Law School in 1915. Accord- 
ing to his own statements made on his forms 57 when he became 
employed by the Bureau of Internal Revenue, for the period from 
1917 to 1918 he was self-employed as an attorney in Brewster and 
Carmel, N. Y.; for the period from December 1918 until August of 
1921 he was a deputy collector in the Office of the Collector of Internal 
Revenue at Albany; and for the period from August 1921 until some- 
time in 1922 he was again self-employed as an attorney in Brewster, 
N. Y. Subsequent to that time he was continuously employed by the 
bureau of motor vehicles until 1942 and after that he was with the 
National Safety Council until 1946. 

Mr. Tostn. His career with the bureau of motor vehicles in New 
York State began as a transfer-tax examiner? 

Mr. Wess. Yes, sir, and progressed through various jobs until he 
became the commissioner of motor vehicles. Then he was made the 
president of the New York State Tax Commission in 1942. He occu- 
pied the position of commissioner of motor vehicles for approxi- 
mately the period 1938 until 1942. Previous to that he was deputy 
commissioner, executive assistant to the commissioner, assistant dep- 
uty commissioner, and a transfer-tax examiner. 

Mr. Tortn. He served as chairman in the New York State Commis- 
sion for about 10 or 11 months? 

Mr. Were. That is right, about 10 months. 

Mr. Tortn. Then went with the National Safety Council until com- 
ing to the Bureau in July of 1946. 

Mr. Wrss. Yes. At the National Safety Council he was the regional 
director for 14 States. 

Mr. Torry. With offices in New York? 

Mr. Wess. In New York City. 

Chairman Kran. During that period did he have some supervision 
over the New York State income tax? You say he was commissioner 
of taxation. 

Mr. Wess. Yes, sir; he would have general supervision over the 
whole tax structure of the State of New York as president of the New 
York State Tax Commission. 

Chairman Kran. He ought to have understood some of the intri- 
cacies of income taxation. 

Mr. Wess. I think he had been exposed to it to some extent; yes, 


Sl 


. 


r. 
Mr. Torn. Although your audit did not cover the year 1951, did 
you have occasion to examine Mr. Mealey’s return that year? 


Mr. Wess. I had seen a copy of it; yes, sir. 
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Mr. Tosrn. Did he report on that return the receipt of a $1,000 

sultant fee from Teleking Corp. ? 

Mr. Wess. I believe he did. I can check accurately if you care to 
have me do so at this time. 

Mr. ‘Tosrn. The experience which you have had with Mr. Mealey’s 

ee habits would seem to be that in each instance where he re- 

ed a payment of income by check he deposited that in the bank 
ount “sot reported it on his income-tax return. 

Mr. Wess. Yes, sir. I have one more item in 1949 if you want me to 
over that. 

Mr. Tosrn. In 1949 or 1950? 

Mir. Wepps. 1950, 1 beg your pardon, 

Mr. Tosrx. Go ahead, Mr. Webb. 

Mr. Wess. That is the check of $250 which was received in De- 
cember of 1950 from Mr. Arthur B. Carton. I interviewed Mr. Car- 
ton here in Washington, and he stated that this payment was 

associate-counsel fee paid to Mr. Mealey as the result of being 
10 percent of a $2,500 fee received from the firm of Nordholm & Up- 
dyke of Greenwich, Conn. He said that this firm was desirous of 
securing Government business, and he was retained by them to look 
after their interests in Washington. 

Mr. Tosrn. That is Mr. Carton was retained ? 

Mr. Wess. Yes. He said that he paid Mr. Mealey the $250 as a 
result of an introduction which Mr. Mealey gave him to a gentle- 
man by the name of John F. Devany of Scarsdale, N. Y., who in turn 
effected an introduction to Mr. Donald F. Updyke of this firm. He 
said that in 1951 Mr. Updyke became dissatisfied with Mr. Carton’s 
epresentation and asked that the retainer be returned, which was 
done in 1951. 

He mentioned this to Mr. Mealey at the Mayflower, where they 
both resided, and thereupon Mr. Mealey immediately drew his own 
check for $250 and gave that back to Mr. Carton. I have verified that 
by inspecting Mr, Mealey’s 1951 checks as seen on the Reeordak film 
of the bank in Albany. That was refunded in 1951. However, Mr. 
Mealey did report it on his 1950 return as an income item. 

Chairman Kean. ‘The purpose of the retainer fee was that they 
figured that Mr, Mealey might know some people in W ashington ? 

= Wess. I don’t believe ‘that is a correct interpretation. It was 
in associate-counsel fee. In other words, as Mr. Carton explained 
it to me, Mr. Mealey effected an introduction to some prospective 
clients through a mutual friend; and, as a result of this introduc- 
tion, Mr. Carton received some business from them. This was more 
ofa courtesy or Ww hat the lawyers call a forw arding fee. 

Chairman Kean. I understand now. 

Mr. Wess. There was no particular tie-in between Mr. Mealey and 
this firm. Apparently, there is no indication that he knew them 
personally, 

Mr. Torry. Do you happen to know where this Mr. John F. Dev- 


anv is? 


Mr. Wess. I believe at one time he was an employee of the Aleohol 
Tax Unit. 
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Mr. Toprn. Was he at one time considered for the post of district 
supervisor in New York? 

Mr. Wess. I think, at the time that Mr. J. B. Olson was under 
consideration for the post of district supervisor, Mr. Devany was also 
an applicant for that job. And Mr. Olson was appointed. 

Chairman Kean. When was that? That was before this period, 
wasn’t it? 

Mr. Wess. That is right. 

Mr. Tosrn. In 1946 and 1947. 

Mr. Webb, as the auditing progressed, is it fair to say that in the 
later years covered by the audit there were less and less cash expendi 
tures made from the bank account ? 

Mr. Wess. In 1948 there was $1,000 withdrawn from the bank 
account. 

Mr. Torrtn. For use as cash ? 

Mr. Wess. Checks payable to cash. I would say in most instances 
they were checks drawn by Mrs. Mealey. 

In 1949 there was $400 withdrawn from the bank account, and in 
1950 there was $500. So that during the 3-year period there was only 
$1,900 that came out of the bank account in cash. The rest of it was 
for checks payable to individuals or firms and went directly to them. 

Mr. Tosin. Yet, particularly during the latter 3 years covered 
by the audit, Mr. Mealey’s cash expenditures increased substantially ? 

Mr. Wess. Yes, sir. The expenditures in 1948 were $10,689.07. In 
1949 they were $9,648.49. In 1950 they were $6,102.59. 

I might also state that this was after giving credit for the $1,900 
withdrawn from the bank account. These are the net cash expendi- 
tures over and above known available cash. 

Mr. Boees. Of course, you wouldn’t consider those figures absolutely 
accurate, would you? 

Mr. Wess. To the extent that they are based on our best estimates on 
certain items, they are not absolutely accurate. They are conservative; 
the estimates which we made we feel are conservative. 

Mr. Boces. For instance, you have an item like the Mayflower Hotel. 
Would you be able to get the exact figure? 

Mr. Wess. That is the exact figure. I can give you a breakdown on 
what we estimated and what we have actual figures on, sir, if you care 
to have that figure. 

Mr. Boees. Don’t go into it. Just briefly, 

Mr. Wess. Briefly, we have gross cash expenditures of $41,566.40, 
of which only $14,030.89 repr esents a calculation based on an estimate 
that we made as to these expenditures. There is $27,000 of known cash 
expenditures over and above reported income. 

Chairman Kran. That $400 cash item drawn to cash from the bank 
would only leave Mr. and Mrs. Mealey a little over $30 a month for 
their out-of-pocket expenses. 

Mr. Wess. They would have to be pretty conservative to get along 
on $400 a year, sir. 

Mr. Tostn. Out-of-pocket expenses in this case would include most 
of the hotel bills at the Mayflower, transportation to Albany, grocery 
bills for the family in Albany, and many other such items which were 
not paid for by check from the bank. 
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Mr. Wess. That is right. 

Mr. Boaes. On an item like grocery bills, did you estimate those ¢ 

Mr. Wess. We estimated that at the rate of a dollar per day per 
person. There were four members of the family and during part of 
the period there were five. We reduced that by the number of days 
that Mr. Mealey was away from home and also the number of days 
that the son was in school. 

Mr. Boees. You must have been using the 1933 cost of living. 

Mr. Wess. Shall we say this is merely a token estimate in that 
instance. 

Mr. Boges. So that your estimate could be low, couldn’t it ¢ 

Mr. Wess. I think so; yes, sir. 

Mr. Boaes. That was the point I was trying to establish. 

Mr. Tosry. Referring again to your interview with Mr. Mealey on 
November 27, 1951, you asked Mr. Mealey whether he had borrowed 
any money during this period from 1946 through 1950% 

Mr. Wess. Yes, sir. 

Mr. Tosrn. What was his answer ? 

Mr. Wess. His answer was “No.” 

Mr. Tosrtn. Did he say he had been given any money during this 
period ¢ 

Mr. Wess. We asked him if he had received any gifts of substantial 
amount. He said, outside of the ordinary C hristmas and birthday 
gifts for himself and his family, that they had received no gifts from 
any persons. He had received no inheritances. 

Mr. Toprn. In the course of your investigations, did you attempt 
to ascertain what Mr. Mealey’s resources were as of January 1, 19467 

Mr. Wess. From the available information that we had, we cal- 
culated Mr. Mealey’s net worth, as of December 31, for each of the 
years from 1945 through 1950, inclusive. In totals, at the end of 1945, 
which was the beginning of our period of audit, he had a checking 
accouity of $3,254. 66; life-insurance policies with a cash value of 

338.48; a home with a cost of $11,500; personal assets of $4,800, 
which included a $3,000 figure which we set up for furniture and 
fixtures in the home, and an ¢ “automobile. 

Mr. Tostn. That would remain constant ? 

Mr. Wess. The figure for the personal assets remained constant. 
There is also, I think, a $1,500 estimate for clothing for the family 
for five people at that time. There was a mortgage on the home of 

$3,500, which deducted from our assets leaves us a net-worth figure 
at the end of 1945 of $21,443.14. 

Mr. Tosrn. What did you compute his net worth to be as of 
December 31, 1950? 

Mr. Wess. Total net worth at the end of 1950, which comprised 
essentially the same items, was $47,966.52, or a net-worth increase of 
some $26,500 during that period. 

Mr. Tortn. In other words, his net worth had, roughly, doubled 
during this period ? 

Mr. Wess. Yes. 


29091 
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Mr. Torry. In calculating net worth, you do not charge to increases 
in net worth current expenses during the year which did not add to 
Mr. Mealey’s capital? 

Mr. Wess. No, sir. The only increases that came out of these 
figures that we talked about were the increases in his furniture and 
decorations for the home, which increased from the $3,000 figure that 
we set up to there was $87,095.95 of additional home decorations and 
furnishings purchased during that period from the records that we 
inspected. 

Mr. Tosiy. Which you considered to be increases in net worth? 

Mr. Were. Increases in net worth because they were assets that 
were tangible and remained in their possession for more than 1 year, 
such as furniture, fixtures, redecoration, and refurnishing of the home. 

One of the figures that goes to that increase is, of course, the fur 
coat that we spoke of yesterday and a piano for $2,400, which was 
bought in 1948, 

Mr. Tortn. Was that paid for by check ? 

Mr. Wess. That was paid for by check. The television set, $400, 
and the cost value of the automobiles which he purchased during that 
period, the Pontiac which was acquired in 1947 and a Buick auto- 
mobile which was purchased in 1949 for some $2,600. Outside of the 
checking account, the life insurance cash value, the home, and a small 
amount of United States savings bonds in 1950, that is the amount 
of assets that we found that he owned during this period. 

Mr. Tonry. By examination of his bank accounts and such other 
records as were available to you for the period prior to that covered 
by the audit, you were able to satisfy yourselves that from his bank 
account or other known sources there were no other funds available 
for these expenditures ¢ 

Mr. Wess. We extended our investigations to cover the years 1943 
to 1945 to determine if there could have been any savings by Mr. 
Mealey out of the prior income that might have : accounted for this 
net-worth increase. We found that during 1943 he had income 
totaling $12,900 in round figures. He deposited in his bank account 
during that year $12,000 and withdrew $9,400. In 1944 he had a gross 
income of $12,900. He deposited in the bank account $12,200 and 
withdrew $14,800. In 1945 he had gross income of $19,800. He de- 
posited in the bank account $18,700 and withdrew $15,500, leaving a 
balance of $3,200 in the bank, which was the net result of the opera- 
tions for that period, 

Mr. Tosrn. You included that in the opening net worth? 

Mr. Wess. We also inspected the deposits to these bank accounts 
for the 3 years and were able to determine the sources of the deposits 
which were his New York State salary, his pension, his salary from 
the National Safety Council, fees totaling $17,500 from the Albany 
Hotel Corp., of which he was appointed a trustee, and a small amount 
of miscellaneous receipts totaling not over $500 for each year, 

We also inspected the bank ledger sheets of the bank account for 
these 3 years, 1943 to 1945, and found that these withdrawals, as in 
other years, were in small amounts periodically to indicate they were 
the same nature as we had found during the years for which we were 
able to identify the withdrawals. In other words, there were no large 
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single individual withdrawals of amounts which would indicate either 
transfer of funds or of purchases of assets or anything of that nature. 

Mr. Tostn. Mr. Mealey told you in Nov ember 1951 that he had not 
maintained a safe-deposit box for some years ? 

Mr. Wess. He told us that. We asked if he had had a safe-deposit 
box, and he said they had not had one for the past 15 years. 

Mr. Tostn. Aside from small savings account for himself and his 
family, which he identified, he had no other bank accounts than the 
e¢ 
Mr. Wess. That is right. He maintained very strongly—and we 
not only asked on that occasion. Later when we found some of these 
payments being made not out of this bank account that we knew about, 
we called and talked to Mrs. Meale y on the telephone two or three 
times and asked specifically if there was another lonk account. We 
were told there was not. 

Mr. Toxin. Is it possible that Mr. Mealey could have acquired the 
cash from which these large expenses were made out of a prior in- 
heritance ¢ 

Mr. Wess. Mr. Mealey told us that he had inherited some $15,000 
from his mother when she died, which was in 1925, I believe. We 
inspected the records of the surrogates court at Brewster, N. Y., where 
she passed away. We found that when she died she left an estate of 
some $18,000. She died intestate, without a will; and, under the laws 
of the State of New York, the estate of a person dying without a will 
is divided one-third to the surviving spouse, which was Mr. Mealey’s 
father, who was living at the time, and two-thirds to the surviving 
children, who were Mr. Mealey and one sister. On that basis, the 
maximum he could have received from his mother would have been 
on the order of some $6,000, based on the figures in the estate. 

Mr. Tostn. Are there any indications from your investigation that 
an amount approximately $6,000 was used a few years subsequent to 
this estate being probated for the purchase of the home? 

Mr. Wess. The only evidence we have of that is that there were 
records in the Home Savings Bank in Albany of a savings account 
in the name of Mr. Mealey which was opened in 1926 with a deposit of 
some $5,200. 

Mr. Tostn. This would have been about the time the estate would 
have been liquidated ? 

Mr. Wess. Just about. There were some withdrawals out of the 
account, but a small balance—I wouldn’t say small—a balance of about 
$2,000 remained in the account and was withdrawn in 1929, approxi- 
mately in the same period in which he purchased his home on which 
he made a down payment of $5,000. 

Mr. Toxin. There does not appear to be any likelihood from the 
results of your investigation that this excess cash could have come 
from either a prior savings fund of Mr. Meale »y’s or inheritances ? 

Mr. Wxss. The only inheritance he told us about was the one from 
his mother and we verified that. Other than that, we have no other 
evidence of any inheritances he might have received. 

Mr. Tostn. In the course of your investigation of Mr. Mealey, did 


you examine the leave and expense account ‘records submitted by him 
to the Bureau ¢ 


on 
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Mr. Wess. I did. 

Mr. Tosrn. In general, what was Mr. Mealey’s practice with respect 
to submitting expense accounts for traveling on official business? 

Mr. Wess. The only records in the Alcohol Tax Unit Personnel 
Division of any expense accounts by Mr. Mealey were in connection 
with some official trips taken by him during the years 1946-47. There 
were no expense accounts subsequent to the: year 1947. 

Also, I examined the leave records and found that during the entire 
period that he was Deputy Commissioner there was no sick leave taken. 
There was annual leave taken, and with the exception of one instance, 
when he took 1 day’s leave, the leave was all taken at one time during 
either August or September of each year. 

Mr. Torrn. He did not submit any expense accounts covering official 
travel for the last 3 years covered by this audit ¢ 

Mr. Wess. I found none in the record; no, sir. 

Mr. Toxrn. *¥ hat about the use of Government transportation ? 

Mr. Wess. I did not verify the use of Government transportation. 

Mr. Torry. Did you find any indication that during the period when 
he was Deputy Commissioner his travel expenses had been paid by 
some other person ¢ 

Mr. Wess. I found in the records in his office a list of conventions 
which he attended as an official representative of the Bureau, these 
conventions given by various segments of the liquor industry. He 
went to these conventions as a representative of the Bureau of Internal 
Revenue and in most instances spoke at the convention. 

We found no record of any expense accounts having been submitted 
for per diem and other expenses by Mr. Mealey for a majority of these 
conventions. We attempted to determine if any of these expenses had 
been paid by the liquor industry. In some instances we did find that 
the hotel bills were paid for by some firm or institution or representa- 
tive of the liquor industry. I can give you some examples of that, if 
you want those. 

Mr. Toptn. Please do. 

Mr. Wess. I might say that the last official trip for which Mr. 
Mealey was reimbursed by the Government was in October of 1947. 
We examined records covering attendance at conventions for the fol- 
lowing periods: November 13 to 15, 1946, he went to French Lick 
Springs, Ind., to attend the Indiana Wholesale Liquor Dealers Asso- 
ciation convention. Our investigation there indicated that he resided 
at the French Lick Springs Hotel for the period from October 21 to 
23. The bill of $46.84 was assumed for payment by Mr. George Fate, 
secretary of the Indiana Wholesale Liquor Dealers Association and 
was paid for by them by a check for $1,996.71 received on November 
23, 1946. 

Mr. Torry. In other words, they paid his bills as a part of their 
expenses ¢ 

Mr. Wess. On March 31 to April 8, 1947, he went to New Orleans, 
La., and attended the annual meeting of the Wine and Spirits Whole- 
salers of America. He stayed at the Roosevelt Hotel for the period 
from March 29 to April 5. His total bill for $65.98 was transferred 
to the account of the Wine and Spirits Wholesalers of America, of 
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St. Louis, Mo., and was paid for by them in their check of $3,047.48 on 
May 1. 

Chairman Kean. You say $3,000! 

Mr. Wess. That was the whole expense of the convention. Of that, 
$65 was Mr. Mealey’s hotel bill. 

Chairman Kran. No record of anybody paying his railroad fare? 

Mr. Wess. I have no record of that, no, sir. 

Chairman Kean. I believe he must have paid a pretty expensive 
railroad fare. 

Mr. Wess. Yes, sir. 

Mr. Boaas. To New Orleans? Yes, it is. 

Chairman Kran. It is about $70. 

Mr. Boees. That is one way. 

Chairman Kran. You did not add those expenses to the estimated 
spending ? 

Mr. Wess. No, sir. 

On April 26 to 28 he was in San Francisco, Calif.—that is 1948, 
incidentally—at the annual meeting of the Wine and Spirits Whole- 
salers of America. He stayed at the St. Francis Hotel for 5 days, at 
a rate of $5.50 a day. They were unable to give us any records of 
who paid the bill as the records had been destroyed. 

Chairman Kran. No record of who paid the railroad fare? 

Mr. Wess. No, sir. 

Chairman Kean. This committee knows that traveling to San Fran- 
cisco and living in San Francisco is expensive. 

Mr. Wess. On September 27 to 30 he was in Los Angeles, Calif., at 
the annual meeting of the National Alcoholic Beverage Control Asso- 
ciation. He resided at the Biltmore Hotel, and from September 28 
to October 8 his hotel bill was $303.48. There was a notation on the 
ledger card that says “Do not permit guest to pay bill. Charge to 
Alfred Hart Distillers.” The bill was stamped paid on October 3, 
and was marked in a way to indicate that it was paid by cash. How- 
ever, the hotel had no records to indicate that the Alfred Hart Dis- 
tillers actually paid this bill. 

In connection with our interrogation of Mr. William Kane of 
Austin-Nichols Corp., we asked if he had ever attended any conven- 
tions with Mr. Mealey. He said he thought he had gone to several with 
Mr. Mealey and mentioned one to the west coast, either to San Fran- 
cisco or to Los Angeles, in 1938. 

Mr. Kane’s expense accounts at the Austin-Nichols Co., which we 
inspected, indicated that he did not submit weekly expense accounts 
for the 2 weeks prior to October 10, 1948, but that on October 10, 1948, 
he submitted an expense account totaling $1,600.35. He is not sure 
as to whether or not he paid any of Mr. Mealey’s expenses on this trip. 
He would not state definitely “yes” or “no.” His recollection was not 
certain. 

Chairman Kean. 'This testimony rather amazes me because in the 
course of the duties which Mr. Mealey had, it would have been per- 
fectly proper for him to charge the Government with expenses of 
attending these or some of these conferences if he were speaking there, 
would it not? 
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Mr. Wess. He had approval from the Commissioner to go to these 
meetings. 

Chairman Kran. And as long as he did, he could have gotten the 
money from the Government ? 

Mr. Wess. Yes, sir. 

Mr. Tosrn. You didn’t charge him with additional income by reason 
of these expenses, did you ¢ 

Mr. Wess. We added nothing to his income by reason of these 
expenses 

Mr. Boces. You have no evidence that he went to these meetings, 
and somebody else paid his expense, and then he submitted an expense 
account too? 

Mr. Were. No, sir; I don’t think he did that. The last expense 
account we have a record of that he submitted was in October 1947. 
On June 5 to the 9th, 1949, he was in Boston, Mass., at the annual 
meeting of the Wine and Spirits Wholesalers of America. He stayed 
at the Hotel Statler. Their records were destroyed. We were not 
able to determine who paid the bill. 

On December = 1949, he was in Chicago, Ill., at the annual con- 
vention of the National Beer Wholesalers Association of America. 
He stayed at the Palmer House, in Chicago, and incurred a bill for 
the 2 di ays of $113.51, which was transferred to the account of the 
National Beer Wholesalers Association, of Chicago, Ill. 

This bill was paid for by a check out of the Standard State Bank of 
Chicago. As a result of an investigation by Investigator Donald 
Adams of the Alcohol and Tobacco Tax Division, he interviewed a Mr. 
Russell Hopkins, who is secretary of this National Beer Association. 
He said that Mr. Mealey attended a convention in Chicago in either 

1949 or 1950, that the association agreed to pay his hotel bill, and re- 
served the room for him at the Palmer House. He said that before 
the convention he was called on by Mr. Fred Shannon, sales manager of 
the Blatz Brewing Co. in Milwaukee, and who told him that they, 
meaning the Blatz Brewing people, had reserved a suite for Mr. 
Mealey at the Palmer House, and that Blatz would pay the bill. 

The association received a bill for Mr. Mealey and felt that it was 
too much. And according to Mr. Hopkins’ testimony, Mr. Shannon 
took this bill and paid it. We have not verified the fact that Mr. 
Shannon paid the bill. 

On January 9, 1950, he attended the Massachusetts wholesalers con- 
vention in Boston. He stayed at the Copley Plaza Hotel, which is 
now the Sheraton Plaza. Their records indicate that he was in com- 
pany with Mr. John Huntington, and a occupied suite 531-533, and 
stayed 1 day. The bill of $41.60 was transferred to the account of 
Mr. Joe Linsey, who is associated with the Whitehall Co., Ltd., of 
90 Berkeley Street, Boston. This bill was paid on February 9 by 
Mr. Linsey, acc ording to the hotel representatives. The hotel people 
identified Mr. Linsey as being a member of the beverage industry in 
Boston. 

On April 2, 1951, he attended the annual convention of the National 
Conference of State Liquor Administrators at Miami, Fla. He regis- 
tered at the Roney Plaza Hotel in company with his wife and his two 
sons. They remained there for the period from March 27 to April 5, 
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1951. Their total bill was $493.23. This was transferred to the 
99 


account of Mr. David Hotaling, who resides at 1433 West Twenty- 
second Street, Sunset Island No. 4, Miami Beach, Fla. This was paid 
on March 9 by a check in a total payment totaling $754.48 for Mr. 
Hotaling. 

Mr. Tosrn. Didn’t you mean May 9 instead of March 9? 

Mr. Wess. May 9 is correct. The hotel representatives identified 
Mr. Hotaling as being the owner of a liquor-distributing business 
called Graves & Rogers in Albany, N. Y. 

We have other information that indicates that Mr. Mealey’s nephew 
by marriage, one Jack Rogers, is also associated with this firm. 

‘He attended numerous other conventions, also. I have a list of 
those, if the committee would like that. These are the ones on which 
we were able to get some information as to the disposition of the hotel 
bill. 

Chairman Kran. I think it would be a good idea to put those in the 
record, and not read them. 

Mr. Wess. I will give the counsel a list of those. 

(The data referred to follows :) 


List oF CONVENTIONS ATTENDED BY CARROLL E. MEALEY 


Inquiries were made at the hotels where Mr. Mealey resided while attending 
the following conventions: 

(1) November 13 to 15, 1946, French Lick, Ind.—Indiana Wholesale Liquor 
Dealers Association, 

(2) March 31 to April 8, 1947, New Orleans, La.—Annual meeting, Wine and 
Spirits Wholesalers of America. 

(83) April 26 to 28, 1948, San Francisco, Calif—Annual meeting, Wine and 
Spirits Wholesalers of America. 

(4) September 27 to 30, 1948, Los Angeles, Calif—Annual meeting, National 
Alcoholic Beverage Control Association. 

(5) June 5 to 9, 1949, Boston, Mass.—Annual meeting, Wine and Spirits 
Wholesalers of America, Inc. 

(6) December 13, 1949, Chicago, Ill—Annual convention, National Beer 
Wholesalers’ Association of America, Inc, 

(7) January 9, 1950, Boston, Mass.—Massachusetts Wholesalers. 

(8S) April 2, 1951, Miami, Fla.—Annual convention, National Conference of 
State Liquor Administration. 

It was determined that in the majority of the below cited instances, the 
hotel bill, including room and other charges, was paid by someone in the 
liquor industry: 

(1) French Lick Springs Hotel, French Lick, Ind. Special Agent John Hoyt 
determined that Carroll E. Mealey occupied rooms 416-417 from October 21 to 
October 23, 1946. The total bill for $46.84 was assumed for payment by Mr. 
George Fate, secretary of the Indiana Wholesale Liquor Dealers Association, 
and was paid for in a check for $1,996.71 received on November 23, 1946, from 
the association, 

(2) The Roosevelt Hotel, New Orleans, La. Special Agent Charles H. Lang- 
hoff, Jr., determined that Carroll E. Mealey occupied room 1170 from March 
29 to April 5, 1947. His total bill for $65.98 was transferred to the account of 
the Wine and Spirits Wholesalers of America, St. Louis 2, Mo., and was paid 
for by their final check of $3,047.48 on May 1, 1947. 

(3) St. Francis Hotel, San Francisco, Calif. Special Agent Walter L. Carder’s 
inquiry revealed that Mr. Mealey was registered at this hotel from April 24 to 
29, 1948, occupying room 1167 at a rate of $5.50 per day. The St. Francis Hotel 
was unable to give the amount of the hotel bill, or when or by whom the bill 
was paid. 

(4) Biltmore Hotel, Los Angeles, Calif. Special Agent William L. Leach’s 
inquiry revealed Mr. Mealey checked into this hotel on September 25, 1948, and 
checked out on October 3, 1948, and that the amount of his bill was $303.48. 





S4 INTERNAL REVENUE INVESTIGATION 


Instructions upon the ledger card were: “Do not permit guest to pay bill. Charge 
to Alfred Hart Distillers.” It was stamped ‘paid’ on October 3, 1948, by cashier 
No. 6, and marked “C,” which, according to the hotel auditor, signifies that it 
was paid in cash. To further verify payment of the bill in cash, the register of 
checks, received by cashier No. 6 on October 3, was reviewed and failed to dis- 
close any check in that amount. The charge account of the Alfred Hart Dis- 
tillers with the hotel was also examined, and no charge in the amount of Mr. 
Mealey’s bill was found. 

(5) Hotel Statler, Boston, Mass., Mr. Mealey’s hotel bill for attendance at the 
annual meeting of the Wine and Spirits Wholesalers of America, Inc., on June 
5 to 9, 1949, could not be verified as the registration and guest ledger card records 
of the hotel for this period had been destroyed. 

(6) The Palmer House, Chicago, Ill. Special Agent Leonard B. Wolfe deter- 
mined that Carroll E. Mealey occupied rooms 1567-1568 from December 12 to 
December 13, 1949. His bill for $113.51 was transferred to the account of the 
National Beer Wholesalers’ Association, 203 North Wabash Avenue, Chicago, 
Ill. Inquiry by Special Agent Wolfe, revealed that while the greater portion of 
this bill of the association was paid by check on their bank located near their 
downtown headquarters, the check paying Mealey’s bill on January 30, 1950, was 
drawn on the Standard State Bank of Chicago, located in an outlying district. 
Inquiry at this bank failed to reveal the drawer of the check, because of missing 
Recordak film. 

In connection with an investigation conducted by Special Agent Donald Adams, 
Alcohol and Tobacco Tax Division, Washington, D. C., concerning Daniel J. 
Conerty, district supervisor, ATU, Chicago, an interview was held with Russell 
Hopkins, secretary, National Beer Wholesalers’ Association, 203 North Wabash 
Avenue, Chicago. Hopkins stated that Mr. Mealey attended a beer wholesalers’ 
convention in Chicago in 1949 or 1950, and that the association agreed to pay 
his hotel bill and reserved a room for him at the Palmer House. He was called 
on before the convention by Mr. Fred Shannon, then sales manager, Chicago 
area, for the Blatz Brewing Co., Milwaukee, Wis., who told Hopkins that ‘“‘they” 
had changed the hotel reservation from a room to a suite, and that Blatz would 
pay for it. After the convention the association received Mealey’s bill, approxi- 
mating $175. Hopkins called Shannon and told him the association could not 
pay such a large bill. Shannon took the bill and said he would pay it. 

(7) Copley-Plaza (now Sheraton Plaza) Hotel, Boston, Mass. Records of this 
hotel revealed that Carroll E. Mealey and John L, Huntington, Internal Revenue 
Bureau, Washington, D. C., occupied suites 531-533, registering on January 9, 
1950, for 1 day. The amount of $41.60 for this suite was transferred to the 
account of Mr. Joe Linsey, Whitehall Co., Ltd., 90 Berkeley Street, Boston. This 
account was paid on February 9,1950, Linsey, according to hotel representatives, 
is connected with the Whitehall Co., engaged in the wholesale liquor business. 

(8) Roney Plaza Hotel, Miami Beach, Fla. Acting Special Agent Edward C, 
Hilker determined that records of the hotel revealed that Mr. and Mrs. C. E. 
Mealey and Carroll and Jack Mealey were guests from March 27 to April 5, 1951, 
and that their total bill of $493.23 was transferred to the account of Mr. David 
Hotaling, 1433 West 22d Street, Sunset Island No. 4, Miami Beach, Fla. Payment 
was received, included in a total payment of $754.48 on May 9, 1951. Hotel 
representatives identified Mr. Hotaling as the owner of a liquor distributorship 
known as Graves & Rogers, Albany, N. Y. Other information available reveals 
that a Jack Rogers of Albany, who is associated with the firm, is the husband of 
the daughter of Mr. Mealey’s sister. 


Mr. Tostn. Mr. Webb, is it accurate to say that as far as attend- 
ance at these conventions is concerned, in every instance where you 
have been able to identify the amount of the hotel expenses incurred, 
and the identification of the person who paid for those expenses, that 
it was somebody other than Mr. Mealey ¢ 

Mr. Wess. That is correct. 

Mr. Tosry. And in all such cases it was somebody who you know or 
have been told is or was connected with the liquor industry in some 
way? 

Mr. Wess. Yes, sir. 
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Mr. Tostn. Mr. Webb, with respect to Mr. Mealey’s friends, did he 
have a circle of friends or acquaintances in the liquor business who 
associated with him frequently, including going on some of these 
trips ¢ 

Mr. Wess. Yes. The records in Mr. Mealey’s office indicated that, 
as would be natural in this situation, he was called upon in his office 
and had telephone conversations with numerous representatives of 
segments of the liquor industry. Lawyers, public-relations men, of- 
ficials of companies, officials of institutions which represent the liquor 
industry. 

Mr. Torsrn. One of these was Mr. Kane. 

Mr. Wess. One of those was Mr. Kane. 

Mr. Torsrn. This is the gentleman who, we established yesterday, 
obtained a television set for Mr. Mealey. 

Mr. Wess. That is right. 

Mr. Torry. He is employed by a wholesale liquor firm in New York 
City ? 

Mr. Wess. That is right. 

Mr. Tostn. With respect to Mr. Kane, was he a frequent visitor and 
caller of Mr. Mealey ? 

Mr. Wess. Yes, he was. The records in Mr. Mealey’s office in- 
dicate, I would say, numerous and frequent telephone contacts be- 
tween Mr. Mealey and Mr. Kane, and that upon other occasions Mr. 
Kane was in Mr. Mealey’s office in Washington. 

Mr. Torin. In the course of your investigation, did you attempt to 
establish whether Mr. Kane might have been the source of some of 
these funds which went to Mr. Mealey ? 

Mr. Wess. We looked into the situation in respect to Mr. Kane’s 
expense accounts at the Austin-Nichols Co., and we found that dur- 
ing the 5-year period 1946 to 1950, inclusive, Mr. Kane received $81,- 
377.93 in funds which were paid to him in cash by Austin-Nichols. 
These were paid on cash vouchers, on which Mr. Kane would sign 
for the receipt of the money. 

Mr. Torstn. This is for expense accounts, not for the salary ? 

Mr. Wess. That is not salary. That is expense acocunt. These 
cash vouchers bore the single identifying phrase “entertainment 
expense.” 

There was no other verification or identification of the nature of 
the expenditures or to whom they were paid. 

Mr. Tosrn. In other words, Mr. Kane would not have to submit 
hotel bills or any other records to justify the claimed amount, as far 
as you know ? 

Mr. Wess. According to the testimony of the treasurer of Austin- 
Nichols, Mr. Zang, they felt that they trusted Mr. Kane to the extent 
that if he said he paid this money for entertainment expenses that 
his word was sufficient for their purposes and that they did not require 
any additional verification of the nature of these expenses. 

Mr. Torry. This was the treasurer of the company. 

Chairman Kran. The Bureau also doesn’t require any further evi- 
dence as a deduction as far as the Austin-Nichols Co. is concerned ? 

Mr. Wess. Mr. Kane’s tax returns are presently under examination. 
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Mr. Torin. Presumably this $81,000 was deducted by the Austin- 
Nichols Co. as entertainment expense. 

Mr. Wess. Yes. As to the amount of verification required by the 
Bureau, I would not attempt to state what each individual might 
require in the way of verification of these items. 

Mr. Boces. What is the Austin-Nichols Co. ? 

Mr. Wess. It is a wholesale liquor distributor, one of the largest in 
the New York area. 

Mr. Tosrn. Did Mr. Mealey have frequent associations with a man 
named Frank Wartur ? 

Mr. Wess. Yes, he did. Frank Wartur resides in Yonkers, N. Y. 
During the period from 1943 to 1946 he was a field representative for 
the National Safety Council, in New York, and, as such was an 
employee under the supervision of Mr. Mealey. He left the employ 
of the National Safety Council sometime in 1946. 

Mr. Tony. After Mr. Mealey had left 

Mr. Wess. About the same time. 

Mr. Tosrn. Where did he go? 

Mr. Wess. He apparently remained unemployed until around Oc- 
tober of 1947, at which time he became the public-relations director 
for the San Benito Co., which is located at 601 West Twenty-sixth 
Street, in New York City, at a salary of $12,000 a year. 

Mr. Tosin. What is the business of the San Benito Co. ? 

Mr. Wess. It is a manufacturer of wines. 

Mr. Topix. Had Mr. Wartur any previous experience in the wine 
business or in public relations for this industry ? 

Mr. Wess. Not tomy knowledge. 

Mr. Topix. Had the San Benito Co. and its associated companies a 
record of difficulties with the Aleohol Tax Unit ? 

Mr. Wess. The San Benito Co., and an associate firm called the 
Tiara Products Co., Inc., and another firm by the name of Elk Grove 
Winery, of Elk Grove, Cualif., are all owned or controlled by a family 
by the name of Dumbra, of whom the members most active in the 
business are John and Victor J. Dumbra. 

Tiara, for instance, manufactures wine which is bottled and sold 
by San Benito under their own labels. The Elk Grove Winery is 
another venture which was entered into by these persons during the 
war years, and is located in California. 

Mr. Tosin. Have any of these companies experienced administra- 
tive difficulties with the Alcohol Tax Unit? 

Mr. Wess. In 1945 Victor J. Dumbra, Tiara Products, and Elk 
Grove Wineries, were convicted of OPA black-market liquor viola- 
tions for which each was fined $45,000. The Tiara Products Co. has 
had a record of some violations, mostly of a technical nature, in New 
York. The Elk Grove Co. had a subsequent difficulty with the Alcohol 
Tax Unit in 1946 and 1947, in connection with this rectification of wine 
which is not suitable for fortification with brandy. I think it is the 
matter that Mr. Avis spoke of yesterday in a general way. 

Mr. Torin. With respect to the technical violations incurred by the 
Tiara Co., they were more or less of the same nature, were they not? 

Mr. Wess. Yes. There was one in particular that took place in 
1950 that resulted in a rather substantial tax assessment against Tiara 
for the illegal fortification of substandard wines. 
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Mr. Tosrn. And prior to this time Tiara had submitted and had had 
accepted offers of compromise of various amounts for these violations ? 

Mr. Wess. Yes. 

Mr. Tosry. Did Mr. Wartur, after his association with San Benito, 
become admitted to practice before the Treasury ; do you know / 

Mr. Wess. I can’t answer that question. He is neither an attorney 
nor a certified public accountant. 

Mr. Tosrn. Is admission to practice required to negotiate with 
officers of the Alcohol Tax Unit? 

Mr. Wess. I am not conversant on that point. I would hesitate to 
answer. 

Mr. Torrx. Did Mr. Wartur have an expense account during this 
period of service with San Benito? 

Mr. Wess. Yes, sir. 

Mr. Tostn. Do you have any particulars on that? 

Mr. Wesp. Well, during the period in which the San Benito had 
records for 1948, 1949, and 1950, Mr. Wartur drew a total of $15,043.53 
from San Benito. These were paid by company checks and were paid 
for travel, sales promotion, entertainment, and miscellaneous. 

Mr. Torin. Do the company records disclose the manner in which 
these amounts had been disbursed by Wartur 

Mr. Wess. No, other than the statement that was contained that I 
previously mentioned about the travel and so on. 

Mr. Torrn. What was Mr. Wartur’s salary with the National 
Safety Council ? 

Mr. Wess. Can I have just a moment, and I will find it. 

Mr. Toprn. Yes. 

Mr. Weps. I would say, in answer to that question, roughly from 
the information available to me, during a period of 514 months of 
1946 he drew a total of $2,600 from the National Safety Council. 

Mr. Tortn. And Mr. Mealey’s salary with the National Safety 
Council was less than $10,000 a year; was it not? 

Mr. Wers. The maximum was some $6,300 at the end of the period. 

Mr. Tonrn. And Mr. Wartur occupied a subordinate position to 
that held by Mr. Mealey ? 

Mr. Wess. Yes, sir. He was a field representative. 

Mr. Torin. You have no way of knowing whether Mr. Wartur had 
ever earned before a salary of $12,000; do you? 

Mr. Weps. Apparently not. 

Chairman Kran. After Mr. Wartur was employed, did they have 
any trouble with the Alcohol Tax Unit? 

Mr. Wess. None that wasn’t taken care of. 

Chairman Kran. Well, as public relations counsel probably he 
earned the $12,000, if he was able to stop them from getting into 
trouble with them. 

Mr. Wess. I might modify my statement, which was somewhat 
facetious, that their problems were all settled without recourse to 
criminal prosecution or the payment of any large amounts. In the 
Elk Grove case which was one time set up for something over $600,000, 
was later reduced to $160,000, was finally compromised after Mr. 
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Wartur and their attorney, Mr. Henry Buchman, went to the west 
coast and consulted with Mr. James Maloney, the district supervisor 
there in October 1947, shortly after his employment with San Benito, 
a $10,000 offer in compromise was settled with the Government. 

In 1951 Tiara Products had an assessment of some $33,000 out- 
standing against them for this illegal fortification of substandard 
wine. They submitted an offer in compromise of $500. 

This was sent to the New York office for processing, and it was 
processed by that office for rejection of the offer. It was sent to Mr. 
Mealey in Washington. He telephoned Mr. Olson in New York, told 
him that the offer was being returned, and it should be briefed for 
acceptance. It was sent back and was rewritten, mainly by the dele- 
tion of certain information and by the change in the recommendation 
without any further investigation or any new evidence and then was 
briefed for acceptance and was accepted in, I believe, May or June of 
1951 for $500. 

Chairman Kran. The technical people had recommended against 
the acceptance ? 

Mr. Wess. That is right. 

Mr. Curtis. What did they recommend ? 

Mr. Wess. They recommended an assessment of $33,000. They 
recommended that the offer not be accepted because they felt that the 
violation was of such a nature that it was not susceptible of an offer 
in compromise. 

Mr. Curtis. Now, the one that was settled for $10,000, it started out 
originally with how big an assessment ? 

Mr. Wess. I believe it was around $600,000, and later it was reduced 
to $160,000. 

Mr. Curtis. Where did the $600,000 figure come from ? 

Mr. Wess. That was a result of this ‘$10. 50-a-gallon tax on brandy 
that was used to fortify substandard wines, as I “understand the case. 

Mr. Curtis. Was the $600,000 in the nature of an alleged claim 
totaling that much, or was it a finding of some technical group, 
that such was the amount they could forcibly collect ? 

Mr. Wess. No; that would be in the nature of the technical deter- 
mination of how much brandy was used with substandard wine incur- 
ring the tax, the commodity tax of $10.50 a gallon. 

Mr. Curtis. But whose determination was it? 

Mr. Wess. That was the technical people, the inspectors, in the field. 

Mr. Curtis. Is that in the nature of a claim of a proper amount due, 
or would that be in the nature of an actual amount which they felt 
they could support ? 

Mr. Wess. I would say that would be in the nature of what they 
felt the maximum violation was in regard to taking all considerations 
in favor of the Government. 

Mr. Curtis. Now, that was later—go ahead. 

Mr. Wess. May I correct one item? When I said $160,000, I see 
my records show that the $600,000 claim was later reduced to $63,000 
rather than $160,000. 

Mr. Curris. Now, did Mr. Mealey or anyone closely associated 
= him have anything to do with the reduction from $600,000 to 

$63,000 ¢ 
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Mr. Wess. My inspection of the records and of the information 
available to me indicates that this offer was originally rejected and 
was sent to the United States attorney. 

Mr. Curtis. Which offer? For $10,000? 

Mr. Wess. For ten thousand; yes, sir. 

Mr. Tosry. Excuse me, Mr. Curtis. These are not matters on which 
Mr. Webb is particularly expert. We had planned to have testimony 
by the people in Washington who know more completely the actual 
facts in this ease than Mr. Webb does. 

Mr. Wess. I may say, I made a general survey of the case, and none 
of this is from my own personal knowledge, but merely from a read- 
ing of the records or from excerpts from ‘the records that were made 
available to me. I would not state with accuracy the machinations 
that were gone through in settling this case. The broad outline as | 
have given it to you, ‘I believe, is subst: intially correct. The United 
States attorney in Sacramento, I believe, did recommend that the 
$10,000 offered be accepted. So this was made with the concurrence 
of the Justice Department, and was not purely an Alcohol Tax Unit 
determination alone. 

Mr. Tost. I have no further questions, Mr. Chairman. 

Chairman Kran. Does any other member have any further 
question ¢ t 

Mr. Tostn. Would it be accurate to sum up the results of your 
income-tax investigation, Mr. Webb, and Mr. Malmesbury’s this way: 
First, that you have established as a minimum figure a reporting by 
Mr. Mealey of roughly $51,000 in taxable income over this period, and 
minimum ‘unreported i income based on your examination of approxi- 
mately $41,000? 

Mr. Wess. That is right. 

Mr. Torry. And, second, that during this period of 5 years, which 
included all but one of the years in w vhich Mr. Mealey was Deputy 
Commissioner, his net worth approximately doubled from, say, $22,000 
or $23,000 to about $47,000? 

Mr. Wess. That is right. 

Mr. Tostn. And that ‘he undertook to assume this post in Washing- 
i leaving his family in Albany, N. Y., and commuting to W ashington 
for the entire period, when his Government post would have paid him 
no more than roughly ten or eleven thousand dollars a year, and the 
cost of commuting and maintaining two separate establishments would 
have been almost half that figure. 

Mr. Wess. I think that is correct; yes, sir. 

Mr. Torin. That is all I have, sir. 

Chairman Kran. Mr. Webb and Mr. Malmesbury, the committee 
wants tothank you, I feel that your testimony has been a fine example 
of a thorough and intelligent audit, and is a credit to the Bureau of 
Internal Revenue. 

Mr. Wess. Thank you, Mr. Chairman, 

Mr. Maumessury. Thank you. 

Mr. Boees. I wish to thank the gentlemen, too, for their very hard 
work, 

Mr. Tosrn. Before we adjourn, Mr. Chairman, I would like to have 
the record show that on several occasions the subcommittee has at- 
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tempted to contact Mr. Mealey in an effort to interview him or to afford 
him an opportunity, either personally or in writing, to make to the 
subcommittee any explanation he chose with respect to the results of 
this investigation. On May 1, 1952, the subcommittee was advised 
by a physician appointed by it to examine Mr. Mealey that while he 
was too ill to travel to Washington, he could be interviewed for brief 
periods in his home. We then addressed a letter to Mr. Mealey’s 
attorney, offering to send a member of our staff to Albany for the 
purpose of interviewing Mr. Mealey in his home, under whatever 
circumstances Mr. Mealey and his attorney and physician would care 
topermit. Mr. Mealey’s attorney replied by letter dated May 17, 1952, 
declining what he termed the very kind offer of the subcommittee. 

On January 8, 1953, the chief investigator for the subcommittee 
journeyed to Albany and interviewed Mr. Mealey’s attorney and re- 
peated the offer. Mr. Mealey’s attorney advised him that while Mr. 
Mealey’s physical condition would, in his opinion, prevent his going to 
Washington, he would in any event advise Mr. Mealey not to appear 
and testify. He did, however, offer to take such questions as we would 
submit to Mr. Mealey in writing and endeavor to obtain Mr. Mealey’s 
answers thereto. Accordingly, on January 26, a letter was addressed 
to Mr. Prior, Mr. Mealey’s attorney, stating the results of the audit 
concerning which we have had testimony, and requesting Mr. Mealey 
to make such explanation as he chose. No reply has been received to 
this letter. 

Chairman Kran. Do you want to put those in the record ? 

Mr. Tosry. I would like to put them into the record. 

Chairman Kran. Without objection, the letters will be put into the 
record. 

(The letters referred to follow :) 

ALBANY, N. Y., May 1, 1952. 
Re: Carroll BE. Mealey, 242 Woodlawn Avenue, Albany, N. Y. 
Mr. JOHN E. Tosin, 
issistant Counsel, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

DEAR Mr. ToniN: At your request I examined Mr. Carroll Mealey, of 242 Wood- 
lawn Avenue, Albany, N. Y., on the evening of April 29, 1952. This examination 
was done at his home inasmuch as his physician, Dr. Thomas Fitzgerald, told 
ine he has been unable to leave the house for several months. 

His illness began in February 1950 when he suffered a heart attack after 
making a speech in Washington. He was kept in bed for about a month and 
made an uneventful recovery. Electrocardiograms taken on February 23 and 
March 29, 1950, were abnormal and indicated coronary insufficiency. He re- 
mained nearly free of pain until October 1951 when his angina recurred. Cardio- 
gram at that time was normal. He modified his activities and for a time im- 
proved. His weight on October 26, 1951, was 178 pounds. 

About this same time he developed gastrointestinal symptoms manifested by 
abdominal pain, loss of appetite, vomiting, and constipation. His physician, Dr. 
Fitzgerald, admitted him to St. Peter’s Hospital where X-ray studies revealed 
a duodenal ulcer and diverticulosis of the large bowel. These symptoms were 
accompanied by rapid loss of weigh of approximately 60 pounds. He has recent], 
also developed some urinary trouble and was seen by a G. U. consultant who 
found some prostatic hypertrophy. 

Examination on April 29, 1952, was as follows: There was obvious weight loss 
which approached emaciation, his weight being 119 pounds. The witness ap- 
peared much older than his stated age of 59. He was rational and answered 
questions intelligently but there was considerable lack of physical and mental 
vigor. Blood pressure was 130/80 and the pulse was regular at 75. The pupils 
reacted normally. The lung fields were clear. The heart was not enlarged and 
the sounds were of good quality. The abdomen was soft and there was some 
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tenderness in the epigastrium and both lower quadrants. The peripheral im- 

ilses were adequate and there was no obvious orthopedic defects. Neurological 
examination was negative. The cardiogram was abnormal as compared to the 
one of October 3, 1951, and was suggestive of coronary disease. 

Diagnoses: (1) Coronary artery sclerosis manifested by anginal syndrome 
and possibly remote infarction (February 1950). There was no evidence of 

reulatory failure. 2) Duodenal ulcer. (3) Diverticulosis of colon, (4) 
Prostatic hypertrophy. (5) Malnutrition. 

The physical condition of the witness at this time is such that he is unable 
to travel and to stand the stress of appearing as a witness. This, however, is a 
temporary situation and should he respond to treatment with gain in weight 
and strength, he might well be able to appear as a witness within the next 2 
months. He should be reexamined in approximately 2 months from this stand- 
point. In the meantime, he may be interviewed in his home without serious 
detriment to his health. 

Very truly yours, 
JOHN F, FILippone, M. D. 


ANIEL H. Prior, Sr., Esq., 
A/bany, N. Y. 

DeAR Mr. Prior: As you know, this subcommittee has for some time been con- 
ducting an investigation of the administration of the internal-revenue laws. In 
recent months we have turned our attention to matters affecting the Alcohol 
and Tobacco Tax Division of the Bureau of Internal Revenue. Your client, Mr. 
Carroll E. Mealey, was deputy commissioner in charge of this Division from 
July 1, 1946, until October 5, 1951. The subcommittee desires to interview Mr. 
Mealey with respect to his administration of this Division, as it is anticipated 
that the subcommittee will begin public hearings on these matters in the near 
future. Furthermore, before these hearings begin, the subcommittee wishes to 
give Mr. Mealey the opportunity to explain the source of funds from which 
certain large cash expenditures were made by him. We are informed that an 
audit of Mr. Mealey’s tax returns for the period during which he was deputy 
commissioner has disclosed that he made cash expenditures substantially in 
excess of his reported income 

Mr. Mealey has been examined by an outstanding Albany physician, John 
Filippone, M. D., who has advised us that, while Mr. Mealey is unable to travel 
at this time, he could be interviewed for brief periods at his home. I am sure 
you will agree that it would be to Mr. Mealey’s advantage for him to give to 
the subcommittee whatever explanation he may care to make respecting his 
financial affairs and his conduct of the office of deputy commissioner before 
the subcommittee begins public hearings on these matters. We are prepared, 
therefore, to send a member of our staff to Albany for this purpose. The con- 
ditions under which the interview would take place can be arranged, I am sure, 
to your satisfaction. 

Will you be good enough to advise me promptly as to the arrangements to be 
made for interviewing Mr. Mealey. 

Very truly yours, 
ADRIAN W. DEWIND, Chief Counsel. 


ALBANY, N. Y., May 17, 1952. 
AprtAN W,. DEWIND, Esq., 
Chief Counsel, Subcommittee on Administration of the Internal Revenue 
Laws, Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

DEAR Mr. DEWrNp: I thank you for the courtesy shown by your letter of May 
13, 1952, in which you state that you are prepared to send a member of your 
staff to Albany to interview Mr. Carroll E. Mealey concerning matters now under 
investigation by your committee. 

Competent medical authority advises that Mr. Mealey should not be inter- 
viewed at this time. 

I regret that I am required to give you this answer to your very kind letter, 
but under the circumstances there is no alternative. 

Very truly yours, 
DANIEL H. Prior. 
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JANUARY 26, 1953. 
DANIEL H, Prior, Esq., 
Albany, N. Y. 

Dear Mr. Prior: On several occasions the subcommittee has endeavored to 
obtain testimony from your client, Carroll E. Mealey, with respect to his admin 
istration of the Office of Deputy Commissioner of Internal Revenue in charge 
of the Alcohol Tax Unit. Thus far these efforts have been fruitless. 

Most recently, Mr. James P. Donovan, chief investigator for the subcommittee, 
interviewed you in your office in Albany with respect to this matter. I am 
informed that you stated to him that Mr. Mealey would refuse to testify before 
the subcommittee under any circumstances and, moreover, that his health at the 
present time would prevent any such appearance. You did, however, offer to 
take up with Mr. Mealey questions which might be submitted by us to you, and 
attempt to obtain Mr. Mealey’s answers thereto. 

In view of Mr. Mealey’s decision not to testify, it does not seem to me likely 
that this procedure suggested by you will be satisfactory. However, we are 
willing at least to test it out. Would you, therefore, take up with Mr. Mealey 
the following matter and submit to us as promptly as possible whatever infor- 
mation he may give you thereon: 

An audit of Mr. Mealey’s Federal income tax returns for the calendar years 
1946 through 1950 discloses that Mr. Mealey made expenditures aggregating at 
least $35,000 more than the amount of money available to him from his salary, 
pensions, and savings. Mr. Mealey has advised the Bureau of Internal Revenue 
that during his tenure in office he received no gifts of money, borrowed no 
money, dissipated no preexisting assets, and had no other significant source of 
income than his Government salary. From what person or persons, or other 
sources (naming each), did Mr, Mealey obtain the money with which these 
large cash expenditures were made? Was this money given or lent to him, or 
was it paid him for services rendered? If for services, what was their nature, 
and to whom and when were they rendered? 

Very truly yours, 


JoHN E, Tosin, Counsel. 
Chairman Kran. The next public hearing of the committee will be 


tomorrow morning at 10 o’clock. 

The committee stands adjourned. 

(Whereupon, at 11:45 a. m., the hearing was recessed, to recon- 
vene at 10 a. m. February 6, 1953.) 
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FRIDAY, FEBRUARY 6, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL- 
REVENUE LAWS OF THE COMMITTEE ON WAYS AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 

Present: Representatives Kean (presiding) and King. 

Present also: John E. Tobin, chief counsel to the subcommittee; 
William P. Hindman, Jr., assistant chief counsel; and Joseph M. F. 
Ryan, Jr., assistant counsel. 

Chairman Kran. The committee will come to order. 

Mr. McGinnity, will you come up ? 


STATEMENT OF JOHN J. McGINNITY, CUSTOMS AGENT, BUREAU 
OF CUSTOMS 


Chairman Kran. Will you give your name to the reporter ? 

Mr. McGuinniry. John J. McGinnity. 

Mr. Torin. Mr. McGinnity, you are employed by the Bureau of 
Customs ? 

Mr. McGinniry. That is true. 

Mr. Topsin. In the past vear have you been assigned to the special 
detail with the so-called Harney group? 

Mr. McGuyniry. That is right. 

Mr. Tosnin. The Harney group is named after Mr. M. L. Harney, 
technical assistant to the Secretary of the Treasury ¢ 

Mr. McGrnniry. Yes. 

Mr. Tonin. And was charged with an investigation of the Alcohol 
and Tobacco Tax Division ? 

Mr. McGrnniry. Yes. 

Mr. Tostn. In the course of your duties as a member of the Harney 
group, were you assigned to make an investigation of certain mat- 
ters relating to Louis I. Pokrass? 

Mr. McGrnniry. Yes. 

Mr. Tostn. What was the nature of your assignment ? 

Mr. McGrnniry. Well, Mr. Pokrass had appeared in our office in 
June of 1952 and had made a statement. We also had other relative 
material, and in about September of 1952 I was asked to assemble 
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this material that we had and put it in the form of a report to M 
Harney. 

Mr. Topnrn. You did that / 

Mr. MeGrinniry. I did that. 

Mr. Topix. Will you give the committee an outline of Mr. Pokrass’ 
career ¢ 

Mr. McGinniry. May I refer to my report ! 

Mr. ‘Tosi. Certainly. 

Mr. MeGinniry. Mr. Pokrass was born in Russia in 1896 and came 
to the United States in 1913 or 1914. Tle was in the United Stat: 
Navy in 1918 and he was naturalized in New York City in 1918. Hy 
was subsequently discharged from the Navy in 1919, married in 192», 
and went into the dress business for a short time. After that he w 
associated with another man in the wine business. 

Mr. Torin. This was in the early twenties / 

Mr. McGryniry. Yes, in the twenties. Subsequently he becam« 
engaged in the liquor business. 

Mr. Topix. During prohibition ? 

Mr. MeGinniry. No, after prohibition; he became affiliated with 
large companies and obtained a liquor permit from the Government. 

Mr. Torrn. During prohibition, Mr. McGinnity, was Mr, Pokrass 
ever arrested for violations of the eighteenth amendment ¢ 

Mr. McGrynity. Yes: he was arrested on four occasions, and on all 
four occasions the counts were dismissed. 

Mr. Topix. Did Mr. Pokrass endeavor to begin a legitimate liquor 
business in 1933 ¢ 

Mr. McGunniry. Yes; he did. 

Mr. Tosnrxn. What was the name of that corporation ? 

Mr. MeGinniry. He first organized the Vintners Importing Corp., 
which he subsequently abandoned in 1934. He formed a new organ 
ization at that time, the Capitol Wine & Spirits Corp., and that took 
all the assets of the previous company. 

Mr. 'Tostn. With whom was he associated in Vintners and Capitol 
Wine & Spirits? 

Mr. MceGinniry. One Charles D. Cook, who had previously had a 
record as a violator of the national prohibition amendment. 

Mr. Tonty. Did the statutory regulations relating to basic permits 
have any provisions dealing with the granting of permits to persons 
convicted or known to have been violators of the prohibition statute ? 

Mr. MeGinniry. The applicant was supposed to have disclosed 
on the application whether he had a criminal record. 

Mr. Tostn. Did either Mr. Pokrass or Mr. Cook make such dis- 
closures? 

Mr. McGryniry. No; they did not. 

Mr. Torry. On the basis of their applications, with these facts 
omitted, was a basic permit issued ? 

Mr. McGrinniry. Yes, basic permits were issued. 

Mr. ‘Tosrs. What was the date? 

Mr. McGrxyniry. One was issued in November 1935, and the second 
was issued on March 1, 1936. 

Mr. Torrn. Did the application require that the identity of all 
persons having financial interests in this venture be disclosed to the 
Alcohol Tax Unit? 
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Mr. McGinnity. Yes. 

Mr. Tosrn. Was that done in this case ‘ 

Mr. MeGrynirty. No; it was not. 

Mr. Tourn. Were financial interests of other persons concealed from 
the Aleohol Tax Unit? 

Mr. McGuyniry. Rather the interests of these two persons were 
concealed while false persons were shown as the persons with financial 
interest. 

Mr. Tosrn. Mr. Cook’s interest was not disclosed ¢ 

Mr. McGinnity. That is right. 

Mr. Tostn. Was Mr. Pokrass’ interest disclosed ¢ 

Mr. McGinniry. No. 

Mr. Tosrn. Mr. Cook and Mr. Pokrass were the actual owners of 
the business / 

Mr. McGunnirty. That is so, 

Mr. Torry. After the venture had begun business, did a third person 
ome into the business with additional capital ¢ 

Mr. McGinnirty. Yes. 

Mr. Tostn. Who is he? 

Mr. McGinniry. | believe his name is Davis. I have it here in the 
report. Harry Davis. 

Mr. Tosry. Was the fact of his investment in Capitol Wine & 
Spirits Corp. made known to the Alcohol Tax Unit? 

Mr. McGuinniry. No. 

Mr. Tortn. Did Mr. Davis have a record which should have been 
made known to the Alcohol Tax Unit? 

Mr. McGrinnirty. Yes. 

Mr. Torin. What was the subsequent history of Capitol Wine & 
Spirits Corp. with the Alcohol Tax Unit ¢ 

Mr. McGinnity. Subsequently an investigation was made regard- 
ing the concealment of certain liquors so that it did not become neces- 
sary for them to pay what is known as a floor-stock tax. 

Mr. Toptn. A floor-stock tax was enacted when the tax on alcoholic 
beverages was increased in 1942? 

Mr. McGinniry. That is right. 

Mr. ‘Torun. And persons who then had a stock on hand of previously 
tax-paid liquor had to pay the increased tax on their inventory ‘ 

Mr. McGuinniry. That is right. 

Mr. Tostn. And Capitol Wine & Spirits Corp. concealed part of 
their inventory and made no payment of tax thereon / 

Mr. McGinniry. That is right. 

Mr. Torin. ‘That matter was investigated by the Alcohol Tax Unit ? 

Mr. McGryniry. That is right. 

Mr. Torin. What was the result of that investigation ? 

Mr. McGrinnirty. $100,000 offer in compromise of criminal and civil 
liabilities was accepted by the Department of Justice, and this was 
evidenced by a letter dated July 8, 1942. 

Mr. Tosin. That offer of compromise disposed of any additional 
tax liability and compromised any criminal liability of the corporation 
or its officers / 

Mr. MoGryniry. That is my understanding. 

Mr. Toprn. Subsequent to the acceptance of that offer in com- 
promise, was action taken with respect to the permit of Capitol Wine & 
Spirits ¢ 
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Mr. McGrnniry. Yes. 

Mr. Torin. That permit was revoked, was it? 

Mr. McGryntry. Yes. 

Mr. Torry. Did the permittee appeal that decision to the courts? 

Mr. MoGrnniry. He did. 

Mr. Torrn. What was the result of the litigation ? 

Mr. McGinniry. The revocation or annulment, whatever you wish 
to call it, was upheld. 

Mr. Torin. That matter was taken to the Supreme Court on a peti 
tion for certiorari; was it not? 

Mr. McGinniry. Yes, sir, and I believe they denied the application. 

Mr. Tosry. When was Capitol Wine & Spirits’ permit surrendered ? 

Mr. MocGinniry. The permit was actually annulled on October 11, 
1943, but they were permitted to continue operation pending the 
appeal. The appeal was decided on July 16, 1945, and it was shortly 
thereafter that Capitol sold out its assets and surrendered its permit. 

Mr. Tosntn. To whom were the assets of Capitol sold? 

Mr. McGinniry. To Atlantic Liquor Wholesalers Co. 

Mr. Topix. So far as is known, Mr. Pokrass has no interest in 
Atlantic ! 

Mr. McGryniry. That is right. He had no interest that was dis- 
closed or uncovered at a later date. 

Mr. Torry. After the Capitol permit had been surrendered, did Mr. 
Pokrass make any applications for basic permits with the Alcohol 
Tax Unit? 

Mr. McGrinniry. Yes; he did. 

Mr. Torry. Would you relate the series of applications, please ? 

Mr. McGryniry. On August 17, 1944, Louis Pokrass and Harry 
Davis submitted an application for a wholesaler’s basic permit, and it 
was under the name of Fairmount Liquor Corp. 

Mr. Tonrtn. That application was submitted to the Alcohol Tax 
Unit in New York? 

Mr. McGiyniry. That is right. 

Mr. Torry. What was the decision on the application ? 

Mr. McGryniry. It was disapproved. 

Mr. Tostn. What was the basis for the disapproval ? 

Mr. MeGrnniry. The criminal record of the applicants and the 
belief that they would not be likely to conduct operations in compli- 
ance with law and regulation; that the revenue of the country would 
be in jeopardy, and that this application was material being submitted 
to circumvent the annulment of the previous permit. 

Mr. Tostn. After the Fairmount application was denied by the issu- 
ing officer, was the application withdrawn by Mr. Pokrass? 

Mr. McGryniry. Yes. An order to show that the permit was going 
to be denied had been issued, and upon receipt of that notice Mr. 
Pokrass withdrew his application. 

Mr. Topstn. Such an order is known as an order of contemplated 
denial, is it not? 

Mr. McGrnniry. “Notice of contemplated denial,” I believe, is the 
phraseology. t 

Mr. Tonry. Thereafter did Mr. Pokrass submit another application ? 

Mr. McGryniry. He did. 

Mr. Tosty. Under what firm name? 
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Mr. McGrnniry. Under Central Liquors, and that was a partner- 
ship with Louis I. Pokrass and his wife, Lillian. That was submitted 
on July 5, 1945, I believe. Yes, 1945. 

Mr. Torry. And that application was thereafter in the usual process 
riven to an inspector who investigated the application ? 

Mr. McGinniry. That is right. 

Mr. Tosrn. He made a recommendation ¢ 

Mr. McGryniry. That is right. 

Mr. Tosrn. What was his recommendation ? 

Mr. McGinniry. That it be denied. 

Mr. Tosrn. On substantially the same grounds as the previous appli- 
cation 4 

Mr. McGinniry. That is right. 

Mr. Topry. Subsequent to that recommendation, were there any 
further administrative proceedings on that application in the New 
York office ? 

Mr. McGinniry. Well, the notice of contemplated denial was again 
sent out. 

Mr. Toptn. Was the hearing held? 

Mr. McGryniry. A hearing was held and Mr. Pokrass objected to 
the denial of the application. Subsequent to that, an order affirming 
the order denying the application was sent the applicant. In other 
words, the original refusal was upheld. 

Mr. Tosrn. The date of the final order on that application was 
what ? 

Mr. McGryniry. December 7, 1945. 

Mr. Torin. Did Mr. Pokrass then make a still further application 
for a permit? 

Mr. McGryniry. Yes. On February 21, 1946, Louis and Lilly 
Pokrass, again doing business as Central Liquors, filed an application 
for a wholesaler’s basic permit. 

Mr. Tosrn. What decision was made on that application ? 

Mr. McGrinniry. In view of the fact that the circumstances were 
still the same, it was denied. 

Mr. Torrn. During the time when these investigations of various 
applications for basic permits were taking place, did the Alcohol Tax 
Unit commence an investigation of a corporation known as Hercules 
Liquor Products Co. ? 

Mr. McGrnniry. Yes. 

Mr. Tosrn. Was that company affiliated with Capitol Wine & 
Spirits Corp. ? 

Mr. McGinniry. The files were not too clear on that but it appears 
that they were afliliated but they were not able to prove that Pokrass 
had definite financial interest in the company. 

Mr. ‘Tortn. The investigation of Hercules was for violation of OPA 
price ceilings on liquor ¢ 

Mr. McGinniry. Yes, I believe that is right. 

Mr. Torin. What was the result of that investigation ? 

Mr. McGrinniry. The permits were about to be revoked when the 
proceedings were dismissed by the District Supervisor in view of the 
fact that Hercules had disposed of all the stocks on hand and was 
going out of business. That was on November 26, 1946, when the 
permit was surrendered and canceled. 
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Mr. Torin. Was there criminal prosecution of any of the officers 
or employees of Hercules for OPA violation ? 

Mr. MeGrinnirty. Yes. 

Mr. Tortn. When was the next application filed by Mr. Pokrass 
for a basic permit ? 

Mr. MoGryniry. On March 12, 1946, Pokrass submitted an appli 
cation for a permit under the name of Gotham Liquor Corp. 

Mr. Tortn. Were the facts submitted in support of this application, 
different from those submitted on the previous application except as 
tothe name and style of the enterprise ? 

Mr. McGryniry. I am afraid I don’t follow your question. The 
application faile | to disclose his previous criminal record. 

Mr. Torrx. Gotham Liquor’s application also? 

Mr. McGryniry. Yes, as I recall it. 

Mr. Tosrn. Essentially the main reason for denying this previous 
series of applications was that the Aleohol Tax Unit in New York 
felt that Mr. Pokrass should not be entitled to another basic permit ? 

Mr. McGryniry. That is right. He was not worthy of the trust 


of the Government. 


Mr. Torsrn. And his previ permit had been revoked and t] 


applicant had fought the case in the courts as well as administratively / 
Mr. McGryniry. That is right. 
Mr. Tosnrn. After the series of applications which you have related, 
Mr. Pokrass submitted a still further application in March 1946, under 
the name of Gotham Liquor Corp. ? . 
Mr. McGinntry. That is right. 
Mr. Tortn. What do the records of the Al ‘ohol Tax Unit disclose 
with respect to that application ? 
Mr. McGinniry. Mr. Pokrass had certain discussions with Mr. 
he assistant supervisor in charge of the Permissive 
nd on cert: i or ‘asions Mr. W right was the 
rat New York. After those discussions there 
» call from Mr. Mealey in Washington influ- 
} Ts he permit to Mr. Pr krass. 
Mr. Torry. What was the date of that phone eall ? 
Mr. McGinnirty. 1 November 19, 19-46. 
Mr. Topsrn. here any indication that there was a previous tele- 
p! one call d Oo ‘ me month from Mr. Mealey to Mr. Wright ? 
Mr was a previous one on November 7, 


1 


IN. What de u know of the gist of that telephone con- 
sation on November ze : 

McGINNIT’ the one on November 7 was of the nature that 
indicated that Mr. Mealey was interested in the Pokrass permit and 
that Mr. Wright should give it his attention. 

[r. Torrn. Did he direct Mr. Wright to issue the permit? 

Mr. McGuyniry. | don’t believe at that time he directed him to 
issue the permit. but at that time it was more of the nature that he had 
an interest in the permit, that Mr. Wright should give it his attention. 

Mr. Torry. You referred to a subsequent telephone conversation 
between Mr. Me aley and Mr. Wright on November 19, 1946. 

Mr. McGinniry. That is right. At that time Mr. Mealey inquired 
whether the permit had been issued to Pokrass, and when he was told 
that the investigator’s r port on Gotham had not yet been submitted, 
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e stated that the permit should not be held up too long and to give it 
pecial attention. 
Mr. Torry. Mr. Chairman, I have here an excerpt of a telephone 
conversation of November 19, 1946, between Mr. Mealey and Mr. 
ight. Notes of this telephone conversation were made at the time 
Mr. Mealey’s secretary and since have been transcribed. I would 
like permission to include this in the record. The excerpt reads as 
follows: 
Mr. Mealey said: 
Did you issue that Gotham thing yet? 
Mr. Wright said: 
No; we are still getting report on Colonial Airline executive. It is being looked 
It will take the issuance this week, I hope. 
Mr. MEALEY. Don’t want to hold them up too long. 
r. Wricut. Investigator is working on it right now. 
Mr. MeaLtey. Commissioner asked me yesterday if permit had been issued yet. 
Mr. WricHt. Not yet, you know the sate sige and I want something in our 
files to Show we actually went through re ar routine so if anything comes up in 
future they will know we did give it consideration. I think that is the way 
lo on that sort of thing. 
Chairman Kran. Do you know who the Commissioner was at that 
me? Was it Mr. Nunan? 
Mr. McGinniry. I don’t know, but I believe it was Mr. Nunan at 
it time. I don’t know myself personally because I was not in that 
organization. 
Chairman Kran. I believe it was Mr. Nunan. 
Mr. McGinniry. I believe it was, too. 
Mr. Tonry. When was this permit issued, Mr. McGinnity ? 
Mr. McGuxynitry. On November 21, 194 
Mr. Torry. In the course of your assignment to this matter, did 
un transactions involving Mr. Mealey and Mr. 
krass relating to the purchase by Mr. Mealey of a fur coat ? 
Mr. McGinntry. f did not investigate the matter but I saw the 
emoranda of the ople that did. 
Mr. Tosi. Revie WI a the dates on this permit, » Gotham appli- 
m was filed on Mar ) 1946, is that right ? 
Mr. McGinntry. That ht. 
Mr. Torry. Mr. Mealey became deputy commissioner on July 1, 
946? 
Mr. McGinniry. That is right. 
Mr. Torrxn. On November 1, 1946, according to your records, Mrs 
Mealey elected the fur coat at the establishment of Sadie Yore ? 
Mr. McGinniry. That is right. 
Mr. Torry. On November 2, 1946, a down payment of $100 was 
made on that coat ? 
Mr. McGrinntry. That is right. 
Mr. Tosnrn. On iskutien 7, 1946, Mr. Mealey called Acting Dis- 
ict Supervisor Wright with respect to this permit application ? 
Mr. ~ sabe r. That is right. 
Mr. Tor When was the balance paid on the fur coat? 
Mr. lines On November 15, 1946, balance due on Mrs. 
Meale y’s coat Was paid, 
Mr. Torin. Investigation has not been able to trace the source of 
that payment ¢ 


investigate certa 
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Mr. McGuinniry. No. 

Mr. Torry. When was Mr. Mealey’s next call to Mr. Wright ? 

Mr. McGryniry. On November 19, as we previously discussed 

Mr. Tosrn. And the basic permit was issued ¢ 

Mr. McGuinniry. On November 21, 1946. 

Mr. Toprn. When was this coat insured by Mr. Mealey ? 

Mr. McGinniry. On November 25, 1946. 

Mr. Torry. In Mr. Pokrass’ statement on June 24, 1952, did he d 
cuss this transaction ¢ 

Mr. McGinniry. On what date? 

Mr. Topix. Mr. Pokrass’ statement to Special Agent Webb on J 
24, 1952. 

Mr. McGuyniry. I don’t have that statement before me, but I b 
liey e he did; yes. 

Mr. Torin. Do you recall his testimony with respect to that? 

Mr. McGinniry. I believe that he stated that he merely referred 
Mr. Mealey to this establishment, Sadie Yore, but that he did not pay 
for the coat. 

Mr. Torstn. According to the custom of the Yore establishment, a 
new customer had to be introduced by someone known to the manag: 
ment ¢ 

Mr. McGrnniry. That is right. 

Mr. Torry. And that is the service which Mr. Pokrass performed / 

Mr. McGuyniry. That is right. 

Mr. Torin. During the month of October 1946, did Mr. Pokrass 
make a substantial contribution to the New York State Democratic 
Committee ? 

Mr. McGryntry. I don’t know that as a fact but Mr. Pokrass when 
he appeared in our office made certain statements and one of his state- 
ments was that he had been a regular contributor. 

Mr. Torin. Did he indicate the amount of his usual contribution? 

Mr. McGinniry. He stated that it was substantially in the amount 
of $5,000. 

Mr. Tosin. What did Mr. Pokrass do with the proceeds of the sale 
of Capitol Wine & Spirits Corp.? 

Mr. McGinniry. He invested part of it in an enterprise known as 
the Nevada Projects, and that had to do with the building of the 
Flamingo Hotel in Nevada. 

Mr. Tozsin. Was that a gambling establishment as well as a hotel? 

Mr. McGrnniry. Primarily it was for the gambling clientele, and 
the man known as Bugsy Siegel was affiliated with that project. 

Mr. Torin. Mr. Pokrass subsequently liquidated his investment in 
the Nevada Projects Corp. ? 

Mr. McGryniry. Yes; he did. 

Mr. Tornrn. And entered into the television business ? 

Mr. McGrinniry. That is right. 

Mr. Tosrn. Did Mr. Pokrass ever have occasion to use the basic 
permit issued him on November 21, 1946? 

Mr. McGrnniry. No; he did not. 

Mr. Tontn. Why was that? 

Mr. McGrnntry. Because he had been denied a license by the New 
York State Liquor Authority without which he could not operate 
in that State. 
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Mr. Torrx. Under the applicable law, a Federal basic permit which 
jot used for 2 years must lapse # 
Mr. McGrinnirty. That is right and should be revoked. 
Mr. Toprn. On November 21, 1948, was any action taken to revoke 
e permit of Gotham Liquor Corp. ¢ 
Mr. McGinniry. No. 
Mr. Tonrn. Do you have any knowledge as to why no action was 
en 4 
Mr. McGrxniry. Yes. I believe that the record shows that Mr. 
Wright ealled the matter to the attention of Mr. Olson, who was then 
. district supervisor, and Mr. Olson instructed Mr. Wright to hold 
» matter in abeyance. 
Mr. Tostn. That was done until after the hearings by the subeom- 
ttee in New York in September 1951 # 
Mr. MoGrinniry. That is right. I believe that was brought out at 
{ time. 
. Tostn. After which time the permit was revoked ? 
. McGrnnity. After which time the permit was revoked. 
Tosi. Mr. Chairman, that is all I have. 
S teaieas Kran. To summarize, Mr. McGinnity, every time that 
Pokrass asked the regular ch anpels, the technical men, to get a 
rmit. it was tur? ed down, owing to his past record ¢ 
Mr. McGrnniry. That is true with the exception of the very first 
rmit in which he had not disclosed his financial interest and of 
irse with the exception of the last permit. 
‘hairman Kean. Well, on the last permit the technical men seemed 
ready to make the same decision that they had made before. 
Mr. McGinntiry. That is right. 
Chairman Kran. And then there was intervention from Mr. Mealey 
Washington. 
Mr. McGinniry. That is true. 
Chairman Kran. As he says, with some instructions to him or re- 
est to him from the Commissioner himself that this permit would 
oranted. 
Mr. McGinniry. That is true. 
Chairman Kran. And that very pre omptly it was granted and just 
bout th: it time this fur-coat transaction took place and you under- 
d also that just before that time there was a $5,000 contribution to 
New York State Democratic National Committee. 
Mr. McGinniry. That is right. 
Chairman Kran. Thank you very much, Mr. McGinnity. 
Mr. McGinniry. Thank you, si 
Chairman Kran. The committee will now adjourn until Monday at 
( cloe *k, 
(Ww hereupon, at 10:45 a. m.. the subeommittee was adjourned until] 
his Monday, February 9, 1953.) 








INTERNAL REVENUE INVESTIGATION 


MONDAY, FEBRUARY 9, 1953 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
ReveNvE Laws or THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 1122, 
New House Office Building, Hon. Robert W. Kean (chairman of the 
subcommittee ) presiding. 
Present: Representatives Kean (presiding), Curtis, Byrnes, King, 
and O’Brien. 
Present also: John E. Tobin, chief counsel to the subcommittee; 
William A. Friedlander, attorney; and Murray McCulloch, attorney. 
Chairman Kran. The subcommittee will come to order. 


Will Mr. Weinert please come up? Be seated, sir. 


STATEMENT OF WERNER M. WEINERT, ASSISTANT CHIEF, PLANT 
SECTION, PERMISSIVE BRANCH, ALCOHOL AND TOBACCO TAX 
DIVISION 


Mr. Toprn. Mr. Weinert, will you give your name and title, please, 
for the record ? 

Mr. Wertnert. Werner M. Weinert. I am Assistant Section Chief, 
Plant Section, Permissive Branch of the Alcohol and Tobacco Tax 
Division. 

Mr. Toprn. The subcommittee has asked you to come up here this 
morning to explain to it the general background and general theory of 
the Divis ion’s policies in regulating the quality of wine and to discuss 
in particular an offer in compromise submitted by a wine maker known 
as Tiara Products, Inc., of New York, during the year 1951. 

Let me ask you first, sir, as part of its regulatory work with the 
alcoholic beverage industry, does the Division supervise the quality 
of wines produced in this country ? 

Mr. WEINERT. Yes. 

Mr. Torry. And the pens alty by which regulations as to quality are 
enforced is the impositi on of addi itional taxes, is that right, by and 
large ? 

Mr. Weinert. That is true. 

Mr. Torry. So that wine which is regarded by the Division as being 
of inferior quality is subject to the tax on the brandy contained in 
wine, is that right? 

Mr. WEINERT. This statement that I made about control of the 
quality would hold merely as to quality where tax-free brandy is 
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used in fortifying the wine, and it follows that where the quality of 
the wine does not measure to that stated in the law, then the tax is 
asserted on the brandy used. 

Mr. Torrn. And customarily the tax so asserted would be far in 
excess of the market value of the wine? 

Mr. Weinert. That is true. 

Mr. Tortn. And the tax which is asserted by the Division is 
generally made the subject of an offer in compromise by the wine 
maker ¢ 

Mr. Wernerr. That is correct. 

Mr. Torin. Turning now to the wine maker, Tiara Products, Inc.. 
are you familiar with the history of that corporation with the Alcohol 
and Tobacco Tax Division prior to this assessment ? 

Mr. Wernerr. Not the entire history, just some earlier situations. 

Mr. Torrn. Well, prior to the assessment made in June of 1950, 
had there been a series of assessments which were compromised by the 
Divis ion ¢ 

Mr. Wernert. I recall only one 

Mr. Torin. Would you state the circumstances as to that one? 

Mr. Wervert. I will have to modify that statement. I don’t recall 
any compromise, but I recall a prior assessment against them. 

Mr. Toprxn. Which was not compromised ? 

Mr. Wernert. Which was not compromised. 

Mr. Tortn. That is unusual, by and large, is it not? 

Mr. Wetnert. That is true, 

Mr. Tosin. Why was this assessment not compromised ? 

Mr. Wernert. I can only state my personal conclusion, and that is 
that they failed to show a sincere or bona fide effort to settle the offer 
by Ce mpromi: e. 

Mr. Torry. What was the amount of that assessment, do you recall ? 

Mr. Wernerr. Slightly over $7,000. ; 

Mr. Tonrn. What was the amount offered in compromise by the wine 
maker on the $7,000 ? : 

Mr. Wernerr. The fir er was in the amount of $1. The second 
offer was $500. 

Mr. Torrn. The first offer, thev offered to pay $1 to settle a $7,000 
claim ? ae 

Mr. Wernerr. That is true. 

Mr. Torry. That was rejected and they subsequently submitted an 
offer of $500? 

Mr. Wernert. At iat was rejected. 

Mr. Torry. And thereafter they paid the full assessment? 

Mr. WrINERT. Ir. 

Mr. Tontn. Was any action taken at that time with respect to the 
corporation’s permit g 

Mr. Wetnert. Not to my knowledge. 

Mr. Tonin. You are unaware of any other violations of the regula- 
tions of the Division by this corporation prior to that? 

Mr. Wernert. I do recall having seen several comparatively small 
offers, that is, just violations of regulations. I do recall one for $10. 
And I recall that there were other papers indicating other com- 
promises but I don’t recall the nature of the compromise. 
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Mr. Torry. In January of 1950, Mr. Weinert, did the Division re- 
ceive information indicating that Tiara Products Co. might again be 
violating the laws and regulations pertaining to wine ! 

Mr. Weinert. Yes, sir. 

Mr. Torsrn. And was the district supervisor in New York instructed 
to make an investigation of this matter? 

Mr. Wetnert. He was. 

Mr. Tornrx. What was the result of that investigation ? 

Mr. Wernertr. Well, generally, it was that wine ineligible under 
the internal revenue law for fortification with tax free brandy had 
been submitted and fortified with brandy. 

Mr. Torry. What was the recommendation of the inspecting officer / 

Mr. Wernert. That an assessment of tax be made. 

Mr. Tosrn. Do you recall the amount of the tax? 

Mr. Wetnert. | believe it was the amount which was finally assessed, 
namely of about $33,000. 

Mr. Tosrn. And was the Washington office notified of this find- 
ing by the inspector ? 

Mr. Wernert. Yes, sir. 

Mr. Tosrn. And what instructions were given to the district super- 
visor by the Washington headquarters with respect to this proposed 
assessment ¢ 

Mr. Wernertr. I don’t know directly what the instruction was. 
It is merely hearsay that I know of the instruction. The letter of 
instruction did not pass over my desk, if there was a letter of 

nstruction, 

Mr. Tostn. Was the district supervisor instructed to get the col- 
lector of internal revenue to assess this tax of $33,000 7 

Mr. Wernert. The assessment of tax had been made by the Bureau. 

Mr. Toprn. It was made. 

Mr. Wernenrt. Yes, sir. 

Mr. Torrn. Thereafter did the corporation through any of its 


hoo 


officers negotiate for a lesser sum than $33,000? 

Mr. Weinert. There was an offer in the amount of $500 submitted 
to compromise that liability. 

Mr. Tortn. Prior to the submission of the formal offer in com- 
promise, Mr. Weinert, were there any negotiations in the office of 
the Deputy Commissioner, Mr. Mealey, with respect to this matter / 

Mr. Wernert. I don’t know. 

Mr. Tornrx. Mr. Weinert, on September 27, 1950, you prepared a 
memorandum referring to a conference in Mr. Mealey’s office. Do 
you recall that ? 

Mr. Wernerr. Yes; I do recall the memorandum. 

Mr. Torrn. What was the occasion for your preparing that me- 
morandum / 

Mr. Wernert. It was dissenting to, or rather concurring in, the 
view of the district supervisor in New York that the offer of $500 
be rejected. 

Mr. Torry. Excuse me, sir. This was in September 1950, prior 
to the submission of the offer in compromise ? 

Mr. Wernert. I am sorry. I am not aware of that exact date 
of the offer. 
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Mr. Tostn. Are you familiar with a memorandum submitted by 
Mr. Grigsby, your superior, to Mr. Mealey, with respect to this mat- 
ter in September of 1950? 

Wernert. I, of course, don’t know the dates of his memo 
randum, but I do know he prepared one after he received my memo- 
randum regarding the insufliciency of the amount of the offer. 

Mr. Tosry. Mr. Weinert, I show you a memorandum dated Sep- 
tember 27, 1950, which appears to bear your initials, and ask you if 
you prepared this memorandum. 

Mr. Wervert. Yes, sir; I did prepare this memorandum. 

Mr. Tosrn. Does that memorandum refresh your recollection with 
respect to any negotiations between Mr. Mealey and this taxpayer, 
prior to the submission of the c¢ mpromise ¢ 

Mr. Wernerr. Unfortunately I don’t remember the date that the 
offer was submitted. 

Mr. Torrn. The records of the Bureau indicate that the offer was 
submitted to the district supervisor in New York on April 19, 1951. 

Mr. Wernerr. Then I must have been aware that there were nego 
tiations before that time by representatives of the wine maker, or 


at least inquiries rather than negotiations. 


Mr. Tosrn. Mr. Weinert, I show you a memorandum dated Sep 
tember 15, 1950, from Mr. Grigsby to Mr. Mealey, and ask you if 
that memorandum refreshes your recollection. 


Mr. Wernerr. Y¢ 
Mr. Tonin. Would you read the next to the last paragraph of that 
morandum for the reco! 1, please, sir ? 


Mr. WeIneErtr (reading): 


3, SIr 


The usual action in such cases is to permit settlement by way of a substantial 
offer in compromise. in this case, the indication of deliberate falsification of 
he records would appear to call for a very substantial settlement, As stated 
Mr. Weinart is familiar with the case and has the file and will be available should 
you desire to call him when Wartur comes in. 

Mr. Torrn. Did Mr. Mealey ever call you in on that matter? 

Mr. Weinert. He may have called me earlier, but never when Mr. 
Wartur was present. 

Chairman Kean. Did you identify the date and who this memoran 
dum was from ? 

Mr. Torin. Yes, sir. The memorandum just referred to is from 
Mr. E. M. Grigsby, of the headquarters office, Mr. Weinert’s superior, 
dated Sx ptember 15, 1950, and it is to Mr. Mealey. The purpose of 
the memorandum was to provide Mr. Mealey with some information 
xbout the case and the time that Mr. Grigsby would be away. 

Mr. Wernert. That is true. 

Mr. Torrn. And to inform Mr. Mealey that you would be available 
to discuss the merits of the case with him should he desire the 
information. 

Mr Weinert. That is right. 

Mr. Tosrn. Subsequent to the events related in those two memo- 
randa, Mr. Weinert, was there any further inquiry made by Mr. 
Mealey with respect to the merits of this matter of the Bureau’s 
case, so far as you know? 

Mr. Wrinerr. He did not inquire of me regarding the merits of 


Ne Case, 
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Mr. Topix. What do you understand to have been the nature of the 
tuxpaye r’s contentions with respect to this assessment ¢ 

Mr. Wernert. I don’t know just what they are. 

Mr. Toprn. Would it be fair to say that they attacked the chemical 
inalyses on which the Bureau’s case was in part based ? 

Mr. Wernert. That is true; yes. 

Mr. Tostn. In your opinion, was there any substance to the position 
taken by the taxpayer on that point? 

Mr. Wernert. No, sir; I don’t think there was. 

Mr. Tosrn. To your knowledge, did Mr. Mealey inquire of a chemist 
of your division as to what the merits of the taxpayer’s contentions 
were / 

Mr. Wernert. He did. 

Mr. Tosrxn. And what do you know of the results furnished him 
by the Bureau chemist ? 

Mr. Wernert. Of course, I can merely give a statement on the 

isis of the memorandum prepared by the chemist and made a part 
of the file, and that is that the chemist felt satisfied that the tests 
made could have been made even by a layman, and that surely a 
hemist making the test on behalf of the winemaker could not have 
made any mistakes regarding the natural acid content of the material 
ised in the winemaking. 

Mr. Tosrn. In any event, the Bureau’s chemist’s position was that 
the Government’s case was strong and would stand up? 

Mr. Wernert. That is true. 

Mr. Torry. And that information was furnished to Mr. Mealey? 

Mr. Wernert. According to this memorandum in the file, which I 
presume was made available to Mr. Mealey. 

Mr. Tosry. Mr. Chairman, the Chief of the Laboratory of the 
\leohol and Tobacco Tax Division has submitted an affidavit which 
I would like to insert in the record. He has planned to be on vacation 
at this time, and we have the affidavit in his place, if that is all right 
with you. 

Chairman Kran. Without objection, it will be so inserted. 

Mr. Torr. It is a page and a half, single-spaced, typewritten. 

(The affidavit referred to is as follows:) 


AFFIDAVIT 


Richard L. Ryan, being first duly sworn on oath, deposes and says: 

That he is now, and has been since June 1949, Chief of the Laboratory of the 
Alcohol and Tobacco Tax Division, Bureau of Internal Revenue. 

That during the early part of October 1950 he was called to the office of Mr. 
Carroll E. Mealey, deputy commissioner of internal revenue, relative to a 
proposed assessment of rectification tax against the Tiara Winery. 

That the conference Mr. Mealey, Mr. Grigsby, Assistant Deputy Commis- 
sioner of Internal Revenue; Mr. Buchman, attorney for the company; Mr. Rich- 
ard L. Ryan, and, he believes, Mr. Wortur, the company’s representative, were 
present. That during the conference Mr. Buchman objected to the proposed 
assessment on the grounds that the tax liability was based upon a large amount 
1f wine produced from California concentrate and that the sample taken for 
chemical analysis did not truly represent the concentrate used in making the 
alleged substandard wine in question. That Mr. Buchman stated a reexamination 
of the sample of the concentrate in the New York laboratory of the Bureau of 
Internal Revenue showed the fixed acids to be higher than those originally 
reported. That Mr. Mealey asked if Mr. Ryan was familiar with the facts in 
the case and that he told him he knew nothing of the matter bearing upon the 
improper sampling of the concentrate in question, but doubted if the facts stated 
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by Mr. Buchman were correct. That he advised Mr. Mealey that he was going to 
Boston in about 1 week and if the matter could wait that he would take it up 
with the New York laboratory before returning to Washington. 

‘Lhat the question of the sample which Mr. Buchman claimed was reexamined 
in tne New York office was thoroughly gone into with the chemist in charge of th: 
New York laboratory. That it developed that the sample which Mr. Buchman 
claimed was improperly analyzed was in no way involved in the proposed as 
sessment of rectification taxes against Tiara Winery. That it represented co: 
centrate taken from six drums on August 18, 1950, whereas the assessmen 
in question was based upon wine made from restored concentrate taken from 
storage tank S-13. 

That upon his return to Washington these facts were set forth in a memo 
randum addressed to Mr. Mealey dated October 23, 1950, and were Jater reiterated 
to Mr. Mealey in his office during the course of a conference called to discuss 
the Tiara case. Present at this conference were Mr. Mealey, Mr. Serr, and, 
he believes, Mr. Weinert and Mr. Henritzy, all of the Alcohol and Tobacco Tax 
Division. That Mr. Mealey did not appear to be satisfied that the assessment 
was justified and that after considerable discussion the conference ended with 
out any definite results. 

That later that same day he was told by Mr. Serr that Mr. Mealey wanted 
him, Mr. Serr, to look further into the matter to ascertain if the assessment 
could be lowered. That he stated to Mr. Serr that he believed the chemical 
reports of the company covering the analysis of restored concentrate wer 
faked. That the office had obtained some samples of the finished wine made from 
the concentrate in storage tank S-13 and analyzed them. That he went over 
those chemical reports which were available and found that the wines used in 
fortifications Nos. 15, 16, 17, and 18 were not eligible for amelioration and 
fortification, and were therefore properly the subject of a tax assessment of 
approximately $19,000. That, while the entire original assessment of $33,000 
was probably valid and supportable, the reduced assessment of $19,000 was 
based upon actual tests of finished wine and not open to question. That his 
findings were set forth in a memorandum to Mr. Serr dated December 14, 1950. 

Further, deponent sayeth not to the contrary. 

(Signed) Ricwarp L. Ryan. 


Subscribed and sworn to before me this 6th day of February 1953, in the 
city of Washington, District of Columbia. 
(Signed) Grorer A. Ross. [SEAL]. 
Notary Public in and for the District of Columbia. 


Mr. Byrnes. Can you give us the gist of it? 

Mr. Torry. Well, by way of introduction, there were two aspects 
to this case, two possible claims on which the Government’s asser- 
tion of a tax liability rested. The first of these was for approxi- 
mately $14,000. Mr. Ryan, the chief chemist, conceded that that part 
of the Bureau’s case was not as ironclad as the latter part. But, 
as to the remaining $19,000, he stated, and as stated in affidavit form: 


That, while the entire original assessment of $33,000 was probably valid and 
supportable, the reduced assessment of $19,000 was based upon actual tests 
of finished wine and not open to question. That his— 

Mr. Ryan’s— 

findings were set forth in a memorandum to Mr. Serr, dated December 14, 1950. 

Mr. Curtis. What is the name of the taxpayer in this case? 

Mr. Torry. Tiara Products, Inc., of New York City. 

On April 19, 1951, Mr Weinert, an offer in compromise of this 
$33,000 hability was submitted by Tiara Products Co. to the district 
supervisor in New York. What was the amount of that offer ? 

Mr. Wernert. $500. . 

Mr. Tonin. Was that offer thereafter processed by the district 
supervisor's office in New York? 

Mr. Wernerr. It was. 
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Mr. Topix. What was the recommendation of the New York office? 

Mr. Wernerr. That the offer be rejected as inadequate. 

Mr. Tosrn. Are you familiar with the reasons given by the New 
York office at that time for rejection of the offer ? 

Mr. Weinert. No, sir; I am not other than to say that it was 

adequate, 

Mr. Tosry. Was that recommendation for rejection of the offer 
thereafter transmitted to Washington ? 

Mr. Weinert. It was. 

Mr. Tosin. And did it come over to your desk ? 

Mr. Wernert. It did. 

Mr. Tosry. And what decision did you make with respect to that 
matter ¢ 

Mr. Werner. That the offer be rejected. I concurred in the super- 
visor’s recommendation. 

Mr. Tosrn. And passed it up the line to your superiors ¢ 

Mr. Weinert. That is true. 

Mr. Tosrn. What happened to that offer in compromise which the 
field had desired to reject ¢ 

Mr. Wernert. That was returned to the district supervisor in New 
York for reconsideration. 

Mr. Tosrn. Was there any person in the headquarters office of the 
Deputy Commissioner who recommended acceptance of the offer at 
that time ¢ 

Mr. Weinert. I do not know of any. 

Mr. ‘Torin. Was there any indication from the files of the units as 
to how this rejected offer got returned to New York ¢ 

Mr. Wernerr. I can merely give you my understanding of the 
whole statement of the situation. It was returned pursuant to instruc- 
tions from Mr. Mealey that the file prepared for rejection of the offer 
be returned to the district supervisor in New Y ork. 

Mr. Tosrn. What did the district supervisor's office in New York 
then do with this offer in compromise ? 

Mr. Weinert. It rewrote the brief and recommended acceptance of 
the offer. 

Mr. Torin. The brief is a statement of facts which accompanies the 
formal documents ? 

Mr. Wernert. That is true. 

Mr. Topsin. And it is prepared for the information of the reviewing 
officer concerned ¢ 

Mr. Wetnert. That is the purpose of it; yes. 

Mr. Topin. Prepared by field offices of the Bureau 

Mr. Weinert. Yes. 

Mr. Topix. And the original brief stated facts which would sup- 
port the field’s recommendation for rejection of this offier, is that 
right ? 

Mr. Weinert. That is right. 

Mr. Tostn. And, after the file was returned to New York, this 
statement of facts was rewritten so as to justify an acceptance of this 
offer, was it not? 

Mr. Wernerr. I do not know whether that was rewritten. I was 
absent the day that a offer—or, rather, the offer—was resubmitted 
for consideration ; so, I did not see the final file. So, I don’t know just 
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what change may have been made in any ’ respect other than the final 


rec 7 eas nd: at ion. 
Torry. Mr. Chairman, I have here a sworn statement given by 
acting district supervisor, James A. Wright, and Special 
‘ebb, who testified wg ‘re the other day. With your permission, 
*fto read a coup le of exc erpts into the record. 

Irman KEan. Without objection. 
fonrn. Mr. Webb asked Mr. Wright concerning the resubmis- 

on of this offer to the New York office: 

Question. Can you tell us anything in your knowledge regarding the return 

* that document 

aning this offer in compromise— 

> the office’ 

Answer. To the best of my recollection I was called up to the district super- 
visor’s office by Mr. Olson, who was then district supervisor, and asked about the 
status of the offer in compromise in the cause of Tiara Products Cu.. Ine. I 
told him that we had recommended a rejection of the offer several days prior to 
the date that I was called up to his office. He stated that he had a telephone 

ommunication from the Bureau, and that the offer submitted by Tiara Products 
was being returned from the Bureau to our office and that as soon as it 
the offer should be rebriefed and recommendation made for acceptance, 

of the rejection which we had previously made. 


Mr. Webb later asked: 


Question Was there anything in Mr. Olson’s statements or in his demeanor 


which led you to believe that he was perturbed? 

Answer. Only in his manner of giving the orders relative to the rebriefing 
of this brief when he received it back from the Bureau. It is my honest opinion 
that if Mr. Olson had not been called by Mr. Mealey, he, Olson, would never 
have taken an interest in offers of Compromise of $500 or more in cases of this 
kind. 

At that time, Mr. Chairman, according to testimony previously 

en the subcommittee, Mr. Olson had authorized his permissive 
assistant, Mr. Wright, to sien his name to these documents, and when 
this first offer of compromise was processed in New York, Mr. Wright 
signed Mr. Olson’s name, and Mr. Olson did not see it. 

When this document came back to you in Washington, Mr. Weinert, 
with a recommendation for acceptance, what did you do? 

Mr. Wrrnert. | personi ally had nothing to do with the document 
at the time. I was absent. I can tell you, of course, what was done by 
the office. 

Mr. Topix. What was done by the office ? 

Mr. Weinert. It was routed through channels for acceptance. 

Mr. Tostn. Through some of the same people who had previously 
concurred in the recommendation for reject ion ¢ 

Mr. Weinert. That is true. 

Mr. Tostn. And the offer was accepted by the Government—— 

Mr. Wernert. That is right. 

Mr. Tosrn. Of $500 canceling this $33,000 tax liability ? 

Mr. Wetnert. That is right. 

Mr. Byrnes. Excuse me. You say they routed it through the office 
in the normal course. How many people did it g« ) through, when you 
say routed through the office ? 

Mr. Weinert. I recall only four initials approving the action on 
the final offer 
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Mr. Byrnes. But they all approved? 

Mr. Wernert. That is true. 

Mr. Byrnes. The second time, that is. The first time they had all 
rejected it ? 

Mr. Weinert. That is right. 

Mr. Byrnes. Is it the custom to more or less accept the recommenda- 
tions from the field or do you really 2o over the findings of fact 
and the conclusions and the offer ? 

Mr. Wernerr. Yes, we do examine the file carefully. We don’t 
necessarily follow the recommendation of the field at all. 

Mr. Byrnes. Can you give us any explanation as to why four people 
who had approved of a rejection of the offer in compromise would now 
all of a sudden change over and acce pt it ? 

ae Wernert. The only answer I can give is that each felt that 

. Mealey had been fully informed regarding the policy of the Bu- 
reau, regarding the facts in the case, that perhaps con. in initialing 
t, were not fully aware of all the facts that Mr. Me aley vy might have 
iad, facts they didn’t know of, and once they had sa daltead him re- 

ding the Bureau policy they felt that there rg only one thing to 
do, and that is to process the offer in the way that he wanted it. 

Mr. Byrnes. Did they know how Mr. Mealey wanted it / 

Mr. Wernert. That is my understanding, yes; they did know it. 

Mr. Byrnes. Mr. Mealey contacted them person: ally, possibly ¢ 

Mr. Wernert. No. 

Mr. Byrnes. That is, these four people. 

Mr. Wernert. It was by indirection that they were informed to 
reprocess it for acceptance, that that was Mr. Mealey’s desire. 

Mr. Byrnes. Ordinarily, this brief comes from the field ? 

Mr. Wernert. That is true. 

Mr. Byrnes. And is processed through the office. It would get 
to Mr. Mealy last, would it not ? 

Mr. Wernert. That is correct. 

Mr. Byrnes. He would not be the first step, he would be the last 
step. So it is your understanding, though, that even before it reached 
Mr. Mealey’s office, the other people through whom it had to clear 

ad information as to what Mr. Mealey’s position was with regard to 
the offer ? 

Mr. Wertnerr. That is true. The people who finally initialed or 
rather approved of the action of acceptance were aware of the reason 
for returning it to New York, that is, the rejected offer. They knew 
it was being returned there for rebriefing for acceptance. 

Mr. Byrnes. And they did not pay any attention to why it was 
being accepted other than that Mr. Mealey wanted it accepted ? 

Mr. Weinert. They knew it was a compromisable matter; the 
matter of the Deputy Commissioner’s discretion as to what the amount 
of the settlement should be, partic ‘ularly since he had been informed 
as to what the policy of the Bureau h: id been. 

Mr. Byrnes. I cannot understand why any of these initials are 
necessary, if they don’t mean anything, why they clear through any- 
body, if it is simply the determin: ation of a person in Mr. Mealey’s 
position. If they are just going to act as a matter of course, accord- 
ing to his desires, why even clear through these other offices ? 

Mr. Wernerr. This, of course, was an exceptional case. That is 
not the normal procedure. 
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Mr. Curtis. Could it be said that after it went up there the first 
time, Mr. Mealey directed that it go back to the field for reconsidera- 
tion, and that from there on out the subordinates knew they had been 
overruled and Mr. Mealey wanted that offer accepted ? 

Mr. Wernert. That is true, sir. 

Mr. Curtis. Within what limitations can an offer in compromise 
lawfully be accepted ? 

Mr. Wernert. Well, where there is doubt as to the incurrence of 
the liability the amount of the offer should be governed by the nature 
and extent of the doubt. Or, of course, it could be accepted where 
there is doubt as to the ability to pay. 

Mr. Curris. And it is your opinion that neither of these doubts 
existed i in this case ? 

Mr. Wernerr. There was an element of doubt as to the incurrence of 
liability, but not a doubt as to the extent to warrant the $500 offer. 

Mr. Curtis. You are referring to the reduction from $33,000 to 
$19.000 ? 

Mr. Wernert. No, a settlement of a $33,000 liability with an offer 
of $500. 

Mr. Curtis. Is it a hundred or thousand ? 

Mr. WeINnertT. $19,000. 

Mr. Curtis. You think the $19,000 liability could have been sus 
stained, do you? 

Mr. Weinert. I don’t know. I don’t believe any of this type of case 
has ever gone to court. There is always an element of doubt as to 
whether evidence of that nature could be sustained in court. 

Mr. Curtis. And what particular thing about the evidence causes 
you to say that? 

Mr. Wernenrt. I beg your pardon. 

Mr. Curtis. What particular factors about the evidence causes you 
to say that? 

Mr. Wernert. Largely it is dependent upon chemical analyses and 
on the work-back basis, rather than having direct evidence as to the 
chemical elements of the wine before the brandy was added to it. This 
operation is carried on, that is, to a large extent, without supervision 
of a Government officer. So we don’t have first-hand information. 
Our charge that the acid content was not sufficiently high to warrant 
the addition of the amount of water and sugar water solution in the 
manufacture of the wine is based upon merely our knowledge as to 
the chemical elements of California grape juice, and not upon a direct 
test of the particular wine before it was fortified with the brandy. 

Mr. Curtis. You think, then, that a compromise was proper but 
obviously this was far too low? 

Mr. Weinert. I do. 

Mr. Curtis. That is all. 

Chairman Kran. Mr. Weinert, you stated a moment ago that this 
was an exceptional case. How exceptional? Do you know if this 
type of interference by the top people in the unit was in many cases, 
or was this practically a unique case ? 

Mr. Weryerr. This was unique in that I do not recall any other 
case of this type of liability that was returned by Mr. Mealey for 
reconsideration. 
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Chairman Kean. There were other cases of a different type of 
liability ¢ 

Mr. Wetnert. I don’t know of any specific cases. My recollection 
is that there have been some returned for review or reconsideration. 

Chairman Kean. But it was very unusual ? 

Mr. Wernert. Very unusual, sir. 

Chairman Kran. And in spite of the fact that it was very unusual, 
the people all the way down the line didn’t make any objection ¢ 

Mr. Wernert. The facts in the case, apparently, were clear to Mr. 
Mealey and the policies of the Bureau which had been followed for 
many years were made clear to him. Therefore I can only say that 
we feel that our responsibilities ended there, if a superior officer 
wishes to proceed otherwise. 

Chairman Kean. As long as the superior officer has the full infor- 
mation, he is the boss and he is the one that makes the final decision? 

Mr. Weinert. That is correct, sir. 

Mr. Tosrn. Mr. Weinert, did the fact that Mr. Frank Wartur was 
onducting negotiations on this case with Mr. Mealey make this in any 
way an exceptional case as far as you were concerned ¢ 

Mr. Wernert. No, sir. 

Mr. Tontn. I notice that in the two memoranda which I furnished 
you, Mr. Wartur’s name was mentioned in each. Why was that? 

Mr. Wernerr. It was my understanding of the information that 
had been furnished me, that he had inquired of Mr. Mealey regard- 
ing the status of the case. It was not any more unusual than any 

her case where a local representative or an attorney for a taxpayer 
night inquire regarding possible settlement of a case. 

Chairman Kean. Mr. Wartur was the gentleman who was formerly 
der Mr. Mealey when he was 
Mr. Tosrn. With the National Safety Council. 

Chairman Kean. With the National Safety Council, at a small 
uary, and was given a $12,000 salary by this company. 

Mr. Byrnes. Do you make it a practice in your memorandum just to 
make it clear who is interested in the case, and who has called up and 
made an inquiry ? 

Mr. Wetnert. I believe I usually make it a point in my memoranda 
to state who has inquired regarding the status of a case, or whether 
it could perhaps be settled by compromise, 

Mr. Byrnes. It really hasn’t anything to do with the merits of the 
case, though, has it? 

Mr. Wernerr. None whatsoever. 

Mr. Tostn. Mr. Weinert, to go back for just a moment, this type 
of problem comes up W ith wine makers, does it not, because of the de- 

ire of wine makers to stretch the expensive ingredients, that they 
have to buy, with water or other materials which are cheaper, and then 
ittempt to disguise that stretching by the addition of other flavoring 
matter or other acids? 

Mr. Wernert. That could be one of the reasons for this. Of course, 
oftentimes this liability is incurred merely due to a misunderstanding 
of the limitations of the law or perhaps honest mistakes, regarding 
the quantity of water, sugar-water solution, or what other materials 
may be added to wine. 

Mr. Tosry. Would it be your impression that that was true in this 
case, that this was the case of an honest mistake? 
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Mr. Wernert. No, sir. This, I feel—of course this is merely my 
personal reaction—was done for the purpose of stretching the volume 
of the wine. 

Mr. Tozix. Mr. Weinert, turning to the original brief for rejection 
prepared in New York, the recommendation of the district super 
visor which is normally requested on such matters was in three part 

I would like to read those, if I might: 

1. There appears to be no doubt as to the amount or legality of the asser- 
tion of the taxes or the collectibility thereof. 

Do you agree with that? 

Mr. Werner. No, sir, I do not. I think as an element of compro- 
mise there is a doubt as to liability involved there. 

Mr. Torrx. How about the item of collectibility? Was there any 
doubt about that ? 

Mr. Wetnert. This wine maker had a bond of $30,000. 

Mr. Topix. Which was available to the Government ? 

Mr. Wertnert. Therefore, at least $80,000 would have been collec 
tible. 

Mr. Topix. Reason No. 2: 

Analyses by both the district chemist and Bureau chemist of the samples of 
the wine produced and the concentrate showed that the acids were below five 
parts per thousand, and therefore the wines were ameliorated in excess of the 
limitations prescribed by the internal revenue laws in regulation No. 7. Conse- 
quently, the wines were substandard and ineligible for fortification. 


Do you agree with that? 
Mr. Wernert. They were ineligible for fortification. 
Mr. Tortx. And thus, in theory, the full tax on the brandy used 


would be due. 

Mr. Weinert. In theory only the full tax would be due. 

Mr. Torin. In practice, you would settle for a lesser amount? 

Mr. Weinert. We would, depending upon the nature of the evi- 
dence and the « ulpability of the taxpayer. 

Mr. Torry. Then it is noted for the third reason, that the Bureau 
had concurred with the New York office in the proposed assessment of 
this $33,000. 

Mr. Wernert. That is true. 

Mr. Tortn. Now, sir, when the brief was rewritten for acceptance, 
and certain statements of fact deleted from the original brief, the 
district supervisor then submitted this recommendation : “While quan- 
tities of wine fortified and the brandy used in fortification are from 
records of actual fortification, their use as a basis for assessment rests 
on a hypothesis to a large extent and a compromise settlement appears 
to furnish an equitable solution of this case.” 

What does that mean? 

Mr. Wernert. Of course, as I previously stated, I didn’t see that 
offer, it didn’t pass over my desk when it was routed through channels 
for acceptance. But his reference to hypothesis is that the grape juice 
used in making the wine could not possibly have had_the high acid 
content that this wmemaker said it had, namely seven parts per thou- 
sand. In using that figure, the wine maker showed, or by calculations, 
rather, indicated, that it was permissible to add the amount of water 
and sugar-water solution that he did use. However, our experience, 
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the experience of our chemist, is that California grape concentrate 
does not have an acid content that high. 

Mr. Torry. And in fact there never had been an instance in the his- 
tory and experience of the Bureau chemists in which anybody had ever 
asserted that California grapes had the acidity claimed for this ¢ 

Mr. Werner. That is true. 

Mr. Tosrn. With respect to the amount suitable for compromising 

this case, Mr. Weinert, what was your recommendation in figures‘ 
Can you give us that? 

Mr. Wernerr, Based upon the policy of the Bureau that had been 
developed over many years, it is my thought that the amount of the 
offer should be not less than 10 percent at the very minimum. How- 
ever, in view of the nature of the offense, I thought it should be sub- 
stantially above that amount. 

Mr. Tortn. Did you recommend to some of your associates in the 
office that an a of 50 percent be exacted in this case ? 

Mr. Wertnert. I do not recall having said that. 

Mr. Tostn. Would that be approximately what your view of a sub- 
stantial amount would be? 

Mr. Wernert. That is true. 

Mr. Topix. But in any event, 10 percent would be the minimum ? 

Mr. Wernert. It had been the minimum for all similar cases which 
I was able to find by examination of our files. 

Mr. Torry. And your so-called 10-percent rule applies, does it not, 
to a first violation by a permittee, without a previous-use history of 
this sort of practice ? 

Mr. Wernerr. I don’t recall that we have ever had a case similar to 
this, where there was a second violation of this type case. 

Mr. Torrn. Well, in any event your 10-percent rule was formulated 
as a first-time or first-offense punishment 

Mr. Weinert. It was used in that way, yes, sir. 

Mr. Topnrn. And this was at least the second offense ? 

Mr. Wetnerr. Well, only the second offense that I know of. 

Mr. Tostn. That is all I have, Mr. Chairman, of Mr. Weinert. 

Chairman Kran. One thing that bothers me about this whole trans- 
action is the fact that the technical people will change their viewpoint 
in sending a memorandum just because somebody at the top wants a 
decision the other way. I can see perfectly well how your technical 
people would have to, naturally, obey the orders of their superior, 
but it seems to me there is a moral question in the fact that they 
changed their brief just because the man at the top wants to approve 
something else. 

Mr. Wernexrt. I am not aware of the change, that is, the extent of 
the change in the brief, other than the recommendation for final action 
on the offer. I doubt that their statement of facts should have been 
changed. But the reason, Congressman, for processing these offers, 
this type of case, is that this is not a direct tax on a commodity. The 
brandy was not removed from use as such. It was withdrawn in bond, 
free of tax, for use in fortifying wine, that is, strengthening wine, and 
it was so used. Therefore, it is merely, shall we say a regulatory mat- 
ter, to maintain the integrity and standard of wine, that the tax was 
asserted. It is not a direct tax on a brandy that is removed and used as 
such in the beverage field. If the case had been different, that is, if 
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brandy had been removed for a direct use as such, I doubt very much 
that any of the people who concurred in the recommendation for fina] 
acceptance would have gone along to that extent. 

Chairman Kean, Thank you, Mr. Weinert. 

Mr. Byrnes has a question. 

Mr. Byrnes. There is one thing I am confused on, and that is this: 
Doesn’t the Deputy Commissioner, Mr. Mealey—What was his title? 

Mr. WEINERT. Deputy Commissioner of Internal Revenue. 

Mr. Byrnes. Does not the Deputy Commissioner have the right to 
simply reject the recommendation from the field? Take this par- 
er instance. Couldn’t he very simply say, “The offer should be 

epted,” rather = an go through this process of sending the file 
back with the request that they prepare a new brief and have it go 
through all this clearing through channels and having everybody else 
change their mind? Was he not in a position just si: iply to direct 
that the offer be acce pte cl 2 

Mr. Werxert. Perh: aps he could have. I don’t recall that that 
ever done where the evidence was as we have it in this case. Maybe 

» wanted the file to be complete in support of his particular action. 

Mr. Byrnes. Isn't that 1 p to him, though’? If he i 1S going to over- 

ule everybody down the line, through whom this is cleared, isn’t it up 
to him to make new findings and justify his position rather than put 
on iad else behind the 8-ball ? 

Mr. Wernrrr. The instruction was, of course, to return to the super- 

sor Ps rebriefing. He could very well have changed it himself, that 

id the wording of the brief « changed, so as to support his action 

‘eptance. It would not have been necessary to get the concur- 

of the people in his organization. However, it would have been 
ary to get the concurrence of the chief counsel’s office, and 
, the general counsel in the Treasury. His action is not final. 

Mr. Br rneES. Did they finally approve this? 

Mr. Wernert. Yes, sir. 

\ir. Byrnes. Had they seen the first brief ? 

Mr. Weinert. No, sit 

Mr. Byrnes. So as far as the chief counsel’s office was concerned, 
all they knew about this case was what they got in the final brief. 

Mr. Wernert. That is correct, sir. 

Mr. Byrnes. They didn’t have the complete files? 

Mr. Wernerr. They did not have the prior brief recommending 
reyection, 

Mr. Curtis. Wouldn’t that still be in the file? 

Mr. Wernerr. [ doubt very much that the brief that was prepared 
by the district supervisor in New York for rejection is a part. of our 
file here now. I don’t recall having seen that. I think that was 
returned to New York. 

Mr. Tosrn. Mr. Curtis, the original brief was retained by the girl 
who rewrote it. It was not part of the Bureau file in Washington or 
New York. 

Mr. Curtis. You mean to suggest that the chief counsel and the 
general counsel, approving this, did not know that it had been up to 
the Deputy Commissioner once an d sent back? 

Mr. Werxert. I really don’t know whether there is anything in the 
file that reached them that would apprise them of that fact. 
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Mr. Curtis. They are supposed to be advised as to all the material 
factors in the case, are they not ? 

Mr. Werner. ‘That is my understanding of it, yes, sir. 

Mr. Curtis. Was not this the most material factor in the case? 

Mr. Weinert. It is an important factor, yes, sir. 

Mr. Curtis. Who was chief counsel at the time? 

Mr. Torin. That would be Mr. Oliphant. But as a practical matter, 
those would have gone through Mr. Simonton and never would have 
gone to Mr. Oliphant. 

Mr. Wernert. That is true. 

Mr. Tosin. Mr. Simonton was the assistant chief counsel for the 
then Alcohol Tax Unit, and he was authorized to sign Mr. Oliphant’s 
name to these things. This would never have gone to Mr. Oliphant’s 
office. It did go to the Treasury. 

Mr. Werxert. The final accepted offer did go to the Treasury. 

Mr. Curtis. The general counsel of the Treasury received this case, 
did he? 

Mr. Wernert. That is my understanding. 

Mr. Curtis. Did the file so show ¢ 

Mr. Toprn. Yes, sir. 

Mr. Curtis. Who approved it over there ? 

Mr. Torry. It is not indicated on the original of the offer in com- 
promise, other than the signature of Mr. Oliphant by Mr. Simonton 
and Mr. Mealey’s signature. There is a rubber stamp “approved by 
Secretary, July 5, 1951,” but no initials as to who in the Treasury 
approved this for the Secretary. 

Mr. Curtis. Is there anything in the file which indicates that Mr. 
Oliphant and whoever acted for the Treasury did not know that this 
case had been up once before and sent back with a new brief? 

Mr. Tosrn. Sir, let me answer it this way: There is nothing in this 
file which would indicate to you that there had been an original offer 
and a rebriefing, except Mr. Weinert’s own memorandum that he 
concurred in the rejection of the offer. When we went through the 
file we saw that he had concurred in the rejection, but there was no 
other recommendation for rejection. So when we went around to 
find out what he had concurred in, we inquired of New York and 
then found the original brief with the secretary there. There was 
nothing in the Washington file other than Mr. Weinert’s own memo- 
randum which we have here. 

Mr. Curtis. Is that the regular procedure? 

Mr. Tosrn. The regular procedure would not be to send, as I under- 
stand it, to the Treasury anything other than the document on the 
form, offer in compromise, with the space for the recommendations 
and signatures of the district supervisor and deputy commissioner 
and the chief counsel’s office and this brief, which states the facts on 
which the offer is based, also. In other words, Mr. Weinert’s own 
inemorandum wouldn’t go to the Treasury, for example. 

Mr. Curtis. But what I mean is: Would a file fail to show that a 
matter had been up once, with a recommendation for compromise, and 
then rejected and sent back for reconsideration? There is none of that 
that is retained in the Washington file; is that correct? 

Mr. Torn. There are two files. The file that goes to the Treasury 
would have no indication—— 

Mr. Curtis. I am talking about the file in the Bureau. 
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Mr. Torin. The file in the Deputy Commissioner’s office simply has 
this little note by Mr. Weinert which I have described. From that, 
by asking questions as we did, you can find out about these briefs. 

Mr. Curris. That is what I am asking about. Was that the usual 
and proper method of keeping the file? Do you think it was? 

Mr. Weinert. Congressman, normally when there is a recommenda- 
tion by a field office that is not concurred in here, in the Washington 
office, this office adds a recommendation reversing the action and stat- 

‘the reason therefor. Normally the papers are not returned to the 

| ‘or rebriefing. We merely—when I say we, I mean the 
a recommendation as to why the field office recommenda- 
tion should be reversed. That was not done in this case. 

Mr. Currts. In other words, the usual practice would be that an 
offer of compromise be sent to Washington and action taken, and the 
Washington file would show that ? 

Mr. Wertnert. That is true, sir. 

Mr. Curtis. Even though it would be sent back ? 

Mr. Wetnert. Normally it is not sent back. 

Mr. Curtis. But if it was sent back ? 

Mr. Wernertr. That is true, sir. 

Mr. Curtis. But in this case it did not? 

Mr. Wernerr. That is right. 

Mr. (urTIS. Were these files public records ? 

Mr. Wernerr. No, sir; they are not public records. 

Mr. Curtis. None of the files of this type are! 

Mir. Wernert. N 


: a. } hav } , hl; 
Int in tne pro eed ng ao they pbecome pudbdiic 


lable to the pres and general public? 
At least not in the past procedures. It 
| wailability of inform 
» between the taxpayer 


> between the tax- 


s,in all offers in 


it result would be made public ¢ 

smy understanding, sir. 
the file of this mater no letter of transmittal 
returning the first brief, so that again, in line 
ns, there is no indication from the file as to 

inal statement of facts and the return thereof 


recall having seen any letters of transmittal 
ither case. 
would normally have gone over your desk, 
t they ? 
Werrtnert. No, sir, they would not reach me. 
. Torn. Th: Bie 
Byrnes. One more question, sir. Are all offers in compromise 
referred to the Washington office here, even though-they are rejected 
he field ? 
* Wernert. Yes, sir. 
Byrnes. | mean, in this particular case if this fellow had 
n the first instance $5, and the district supervisor decided that 
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was ridiculous, would he still have to send a rejection of that into 
Washington ¢ 
Mr. Wernerr. That is true, sir. This same taxpayer had in a pre- 
ious case submitted $1 and that was processed through channels here 
the usual manner for rejection and finally rejected. 

Mr. Byrnes. In other words, he could keep doing that, he could 
raise the bid to $2 the next time and just keep going until he finally 
got approval, and you would have to go through all of this red tape 

Mr. Wernert. In eases of that type, Congressman, where the tax- 

iver doesn’t show a bona fide effort, or an effort in good faith, to 
ettle his liability, instructions as a rule are issued to the collector of 
nternal revenue to proceed with the collection. That was done in the 

rst case here, where a $1 offer was submitted by the same taxpayer 
some years ago, and then a $500 offer filed, which indicates to me that 
didn’t make a sincere effort to settle his lability. A letter was writ- 

n to the collector of internal revenue instructing him to proceed with 
collection of the tax. So we don’t permit a taxpayer to carry on 
bargaining indefinitely to settle his hability. 

r. Byrnes. But when an offer is turned down in the district super- 
visor’s office, the taxpayer does not have to take any phage ee action 
way of appeal to have this matter referred to Washington for 
Ww f 
Wernertr. He could do that, yes. 
v Lask you to repeat that question ? 
Byr NES. Read the question to him. 
(Question read by the reporter.) 
Mr. Wernert. No, sir. That is in the normal course of events. The 

i proce dure must be sent here for final action. 

Mr. Byrnes. Can you see any point to that, when it is turned down 
he field ? 

Mr. Wernert. Yes, sir. There are many. Not many, but there are 

stances where the field officers perh: ips have overemphasized the 

f an offense, and perhaps may not be apprised or famili ir 

policy in certain matters that we have reversed field 


} 


AT 
vi 


‘ecommended a eptance of otters that were recommended 
ection by the field office. 

Byrnes. Should the procedure really require that the taxpayer 

appeal, and supply the supporting information or evidence 


he has which would speak in favor of the taxpayer's position 
ling, just like you do in any other judicial proceeding ? 
W ernert. I rather doubt that I am qualified to pass an opinion 
on that, Congressman. 
Mr. Curtis. I will ask you something else about this record. I hold 
hand this little slip of paper, pi ’bably about 31% inches by 5. 


is dated May 7, 1951.to Mr. Conley. It says: 

I concur in the recommendation of the supervisor that the Tiara offer should 
e rejected. I do not recall that this type of liability has ever heen settled 
or less than 10 percent of the tax liability. Since the attorney for the corpora- 

discussed the case with Mr. Serr, I suggest that the file be brought to him. 

T hat issioned W. M. W. Who isthis W. M. W. ? 

Mr. Weinert. That was my memorandum, sir. 

Mr. Curtis. If it had not been for that little memorandum there, 
there would not have been anything in the file that would have shown 
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this committee or anyone else what transpired in this case. Isn’t that 
true ¢ 

Mr. Wernert. There are other memoranda there to show that some 
of the persons reviewing the file did not—well, that they concurred 
in the action of rejection. I think there is a memorandum there. 

Mr. Curtis. Were those memoranda in the case when the case came 
up the second time? 

Mr. Wetnert. I don’t recall, sir. It should have been in the file, 
but whether it was there I don’t know. I didn’t see the offer when i 
was processed the second time, that is, processed for acceptance. 

Mr. Curtis. Mr. Tobin, can you enlighten the committee for the 
purpose of the record? After it was handled the second time, was 
there anything in this besides this little memorandum that showed it 
had been up there once before, in the Washington file ? 

Mr. Tortn. I just found this other small slip of paper. It looks 
to me like Mr. Conley’s. The text reads: 

“I am in full accord with the rejection of this offer of compromise.” 
in someone else’s handwriting, it notes, “Offer returned to supervisor. 

Mr. Wetnerr. This is a memorandum. It is to Mr. Serr by Mr. 
Conley. “I am in full accord with the rejection of this offer of com 
promise.” I don’t recognize this handwriting here, “Offer returned 
to supe rvisor. 

Chairman Kran. Will you identify Mr. Conley? 

Mr. Wernerr. Mr. Conle *y was acting chief of the permissive branch, 
acting instead of Mr. Gr igsby, who has been mentioned before. 

Mr. Curtis. Is an offer in compromise submitted on any particular 
legal form ? 

Mr. Wernert. Yes, sir. 

Mr. Curris. And the decision made that reaches Washington, is 
that endorsed on the form, or how is that handled ? 

Mr. WetNneErtT. That decision is made in a brief and a statement of 
facts attached to this formal offer that is forwarded to the Bureau. 

Mr. Curtis. But if Washington acts on it, either approving or dis- 
approving, how do they enter that into the records ¢ 

Mr. Wernerr. On the form of this brief and statement of facts. 

Mr. Curtis. They put it right on there? 

Mr. Wernert. That is true, sir. The formal offer and the brief 
are kept together in the records of the Bureau. 

Mr. Curtis. In this case they were sent back out at Mr. Mealey’s 
direction, back to New York? — 

Mr. Wernert. Yes, sir. 

Mr. Curris. For reconsideration, that is. Now, when they came 
back in the second time, shouldn’t the documents themselves show 
that they were in there once and what caused them to be sent bac! 
out ? 

Mr. Wernert. I feel they should. 

Mr. Curtis. Now, is it your opinion that an inadequate record was 
made or that one was made that had been deleted ? 

Mr. Wernert. I don’t know. 

Mr. Curtis. But you agree that whatever official action is taken in 
any case, the records should show it and show it permanently ¢ 

Mr. Werner. They should; yes, sir. 
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Mr. Curtis. That is fair to everyone who does their job well and 
who follows instructions as well as to the individual who perhaps 
icceded to this. 

Mr. Weinert. That is right, sir. 

Chairman Kean. If there are no further questions, we thank you, 
Mr. Weinert. 


Mr. Serr ? 


STATEMENT OF HAROLD A. SERR, TECHNICAL ADVISER TO THE 
HEAD, ALCOHOL AND TOBACCO TAX DIVISION 


Chairman Kran. Will you identify yourself again for the record? 

Mr. Serr. My name is Harold A. Serr. I am technical adviser to 
the head of the Alcohol and Tobacco Tax Division. 

Chairman Kean, All right, Mr. Tobin. 

Mr. Tosry. Mr. Serr, how long have you been technical adviser to 
the head of the Division ? 

Mr. Serr. Since August 1950. 

Mr. Tosrn. In December of 1950, Mr. Serr, when you were oceupy- 
ing this position as technical adviser to Mr. Mealey, did he contact you 
with respect to the offer in compromise which we discussed this 
morning ¢ 

Mr. Serr. He did. 

Mr. Tortn. And what did he say to you about it ? 

Mr. Serr. He had a file regarding the violation, and he asked me to 
go over the file and advise him as to my opinion of the validity of 
the case, the Government’s case. 

Mr. Torin. This tax assessment had been made in the records of the 
collector of internal revenue in New York some 6 months previously, 
is that right, some 6 or 7 months? 

Mr. Serr. That is my understanding. 

Mr. Tortn. Had the collector of internal revenue been requesting 
.ction by your office so that he could either collect the tax or proceed 
to abate it ? 

Mr. Serr. Yes. 

Mr. Torsrn. In that connection, Mr. Serr, I show you a memoran- 
dum dated December 1, 1950, from Mr. Grigsby to Mr, Mealey, which 
reads as follows: 

We have just received another inquiry from the collector of internal revenue 
regarding the status of this case. You will note from the attached papers that 
an earlier inquiry was made by the collector on October 16. These inquiries are 
based on our request of September 1 that he withhold collection proceedings. 
About 8 months have passed since we first asked the collector to withhold col- 
lection proceedings. Perhaps we should tell Frank Wartur that we would 
like to hear from him so that settlement of the case can be effected. Please 
return the attached file so that we can prepare a letter acknowledging receipt 
of the collector’s last inquiry. 

Was it subsequent to this memorandum by Mr. Grigsby that Mr. 
Mealey called you in? 

Mr. Serr. I believe it was. 

Mr. Torry. And he simply asked you to make a review of the file 
and recommend to him the amount which you felt should be accepted ? 

Mr. Serr. Yes, sir. 
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Mr. Torry. Did you have any impression from discussing this mat- 
ter with Mr. Mealey that he had any interest in what results you 
arrived at? 

Mr. Serr. i had the impression that he wanted me to advise him as 
to the facts that we could really stand on, as to whether my opinion 
was that the entire assessment could be supported or whether part of 
it was doubtful. 

Mr. Torin. What did you do after getting this assignment from 
Mr. Mealey ¢ 

Mr. Serr. I proceeded to examine the report, discussed it with the 
head of our laboratory, Mr. Ryan, and finally came to the conclusion 
that the Government had a very good case with regard to about two- 
thirds of it. 

Mr. Torntn. Mr. Serr, I show you a memorandum dated December 
14, 1950, from Mr. Ryan, who was the chief chemist, to you, with 
respect to this matter, and ask you if you have seen it. 

Mr. Serr. Yes, I remember this memorandum. 

Mr. Tosin. Would you read the first paragraph for the record, 
please ¢ 

Mr. Serr (reading) : 

The claim of the Tiara Winery that all California concentrates contain seven 
parts fixed acids as shown by repeated analyses in their laboratory is without 
merit. California concentrates generally run below four parts fixed acids and 
in no Samples examined in the laboratory, or in reports reviewed by this office, 
have we found a case of California concentrate containing as high as six parts 
fixed acids. Another fact that stamps Tiara’s claim as fraudulent is the report 
ing of all samples of the concentrate on tests as containing exactly seven parts 
fixed acids. No chemist would test a series of samples of the same concentrate and 
find exactly the same amount each time tested. The dilutions involved and 
the chemical tests required do not permit obtaining exactly the same figure on 
each analysi The ¢ ytical results reported by Tiara were arrived at 
arbitrarily and do not represent actual test results. 

Mr. Tostn. That was part of the information that was available to 
you when you made your final decision and recommendation to Mr. 
Mealey ¢ 

Mr. Serr. That is right. 

Mr. Torry. With respect to that recommendation, you felt that ap- 
proximately $20,000 of this tax was quite clearly supportable by the 
evidence available to the Government ? 

Mr. Serr. It was very certain. 

Mr. Torin. As to the remainder of the assessment, some $13,000, 
you had some doubt? 

Mr. Serr. Yes. I felt that there was some reason for doubt inas- 
much as there did not seem to be samples which the Government 
tested in some of the other cases. 

Mr. Torin. What recommendation in dollars did you make to Mr. 
Mealey ? 

Mr. Serr. I indicated that in the past our practice had been to 
settle violations of this kind on the basis of not less than 10 percent of 
the amount of the assessment and on that basis I suggested that no 
offer in compromise of less than $2,000 should be taken. 

Mr. Torrn. That represents absolutely the most favorable recom- 
mendation that you could make for the taxpayer in this situation ¢ 

Mr. Serr. That is right. 
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Mr. Topix. The $13,000 figure is not completely in doubt, but for 
the purpose of your recommendation you considered only that which 
was 1n your opinion provable without ‘question ¢ 

Mr. Serr. That is right. 

Mr. Tosrn. And you recommended to him that the Bureau’s policy 
would be to take no less than 10 percent of that amount for the frst 
offense situation ? 

Mr. Serr. For the first offense. 

Mr. Tosrn. Which this is not? 

Mr. Serr. That is right. 

Mr. Topix. At the time you made this recommendation had any 
other persons in the division indicated to you that in their view an 
amount larger than 10 percent should be exacted ¢ 

Mr. Serr. I do not recall. 

Mr. Torin. Did you discuss this matter with Mr. Weinert ? 

Mr. Serr. Yes, I did. 

Mr. Torin. What did he state to you as his opinion of the matter? 

Mr. Serr. Substantially as we have indicated here, that on a first 
offense a minimum of 10 percent would be ace pti able. In a second 
or subsequent offenses our policy would require a larger amount. 

Mr. Tosrx. What would be your notion of the larger amount you 
would recommend in a normal case? 

Mr. Serr. I am not sure that we have had enough cases to indi- 
cate a policy on that. 

Mr. Byrnes. You need more than one really to establish a policy ? 

Mr. Serr. Each case is considered on its own merits, the facts that 
we have, and these are highly technical cases. 

Mr. Byrnes. You did fix a rule of thumb for a first offense ? 

Mr. Serr. That is right. 

Mr. Byrnes. Of 10 percent? 

Mr. Serr. That is right. 

Mr. Byrnes. Now, why shouldn’t a second offense in the same area 
be just as subject to certainty of treatment ? 

Mr. Serr. Iam not sure I understand your question ? 

Mr. Byrnes. If you can establish a rule of thumb of 10 percent in 
these cases for a first offense, why can’t you estab lish a rule of thumb 
of some other fixed percentage on the sec ond offense 

Mr. Serr. I think we could if we had enough cases. That is my 
comment, that we hadn’t anal enough cases to work out a gen 
eral rule. 

Mr. Curtis. With respect to this Tiara Wine Co., instead of being 
the individual it was, suppose it were Mr. Milquetoast. Then sup- 
pose the tax collector said, “Your tax is $3,000,” and he got out his 
checkbook and paid it and the Government accepted it. I am not 
criticizing you personally. I mean the way the system operates, if a 
man is timid, humble, and has a high regard for his Government, and 
the collector for the Government says, “ You owe $3,000,” and he says, 
“All right, I will pay it,” would the Government accept it / 

Mr. Serr. Yes; it would, 

Mr. Curtts. I think that the Congress is weak in this regard. The 
law is flexible and without de faition in this particular field. 

Mr. Serr. We find that in most cases the taxpayer does not know 
what our rules are. He naturally asks the man he is dealing with 
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what the custom or practice is. Our inspectors will advise him as 
far as they understand a violation of this type, why it is compromis- 
able. The compromise being voluntary, the taxpayer next asks, 
“What do you mean by an offer and what amount —— I propose?” 
He has to get his information either from the Government man 
he is dealing with or his counsel. But usually he comes up with some 
kind of an offer to settle his case. 

= Curtis. I understand you men have to administer the law as it 
is, but vom think that this sort of imposition of tax without a 
pen alty is a better method to handle these things? 

Mr. hina: Are you raising the question as to whether an offer in 
compromise is the best way of disposing of certain tax problems? 

Mr. Curtis. No, I raise the question whether or not the basic law 
and policy should be changed so that there would be more certainty 
in ascertaining what, if anything, the taxpayer owed. 

Mr. Serr. Well, this whole procedure for the settling of tax cases 
through acceptance of offers is an old one. There is a good deal to 
be said for it. There are a good many areas where there is very defi- 
nite doubt as to what the liability is; the Government man may take 
one view, the taxpayer take an honest contrary view. If the Govern- 
ment has no alternative than to proceed with the collection of what 
their interpretation ee a good many taxpayers would be in dire 
straits at times. These cases we are discussing are of that latter 
character. 

Mr. Curtis. I understand that it is a pretty confusing thing. 

Mr. Serr. The taxpayer knows that he is entitled to use this brandy 
and to use it without paying any taxes. He, however, knows that he 
must use it in certain ways. If he uses more amelioration, sugar and 
water solution, let us say, in sweetening his wine, than we later on say 
he should have used—to come along and collect $10.50 tax for each 
gallon of brandy he put in, just because of an earlier step which we 
disagreed with him on, is a very severe penalty. 

Mr. Curtis. In other words, it amounts to the imposition of a 
penalty rather than a collection of tax money, that is penalty for 
violation ¢ 

Mr. Serr. That is right. 

Mr. Curtis. Did the chief counsel or general counsel’s office ever 
suggest that it might be clarified a little if these cases, of the type that 
are involved here, were taken to court to see what the court would 
do in applying the ordinary rules of evidence ? 

Mr. Serr. I don’t know about that, Mr. Congressman. 

Chairman Kran. Mr. King? 

Mr. Krna. In practice in a case where good administration, good 
direction is needed, it isn’t at all a simpie matter to apply a rule of 
thumb to various different offenses and different cases. 

Mr. Serr. That is right. 

Mr. Kina. It just calls for good discretion ? 

Mr. Serr. Exactly, that is right. 

Mr. Krna. It makes me think of a conversation I heard the other 
day between two New York City citizens. They were discussing park- 
ing, an almost impossible situation exists in certain areas of the city 
for a businessman or professional man ever to find a place to park. I 
was a little amused and surprised at one of the reactions or statement of 
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one of the men who said for many months now he has been parking 
just where it is most convenient regardless of whether or not it is 
lawful, that his fines were averaging $16 a month where it cost $40 a 
month to park in proper parking places. I thought it was perhaps 
a pretty good idea after all; parking illegally quite often and not 
being apprehended for weeks on end, adjacent to your duties, whereas 
your legal parking place might be blocks aw ay and you would spend 
lots of time getting to your car. 

Mr. Serr. That is right. 

Mr. Byrnes. We talk of the taxpayer being in a situation where he 
can make honest mistakes or whether there might be a difference 
between his views and the Department’s views. Do I understand in 
this matter of fortifying, the use of brandy, that there isn’t a fixed 
rule as to a chemical formula that he has to meet in order to qualify 
to fortify this wine, therefore there can be ambiguity ? 

Mr. Serr. Tests are made of the wine to determine whether it is 
eligible for fortification. 

Mr. Byrnes. That is fixed for a certainty as to whether wine is 
qualified for fortification or not. I mean under the regulations or 
under the law. Is that a questionable area, too? 

Mr. Serr. Yes; there are areas of questioning. You have to go 
back a step or two. Take this company, for example, they were 
purchasing a grape concentrate from California, bringing it onto 
their premises. Under the regulations they are permitted to, or 
first I should say they are required if they intend to make wine out 
of that concentrate, to restore that concentrate to its original com- 
position. 

Now, concentrate is your grape juice just with water removed. They 
have to obtain a statement from the man who made it telling them 
what the composition of that grape juice should be when it is restored 
Then they are supposed to follow the formula given to them and add 
no more or no less water than would be necessary to put that con- 
centrate back in its original juice condition. 

Having reached that point, then they are permitted under the 
regulations to add, to do what we call ameliorate that juice, that is, 
to add a certain amount of sweetening material to it. 

Of course, basically the manufacturer wants a wine that has a 
certain amount of acid in it, a certain amount of sweetening in it, 
to produce a wine of the character that will be acceptable. 

Mr. Byrnes. He gets this concentrate? 

Mr. Serr. Right. 

Mr. Byrnes. He has to go to the producer of that concentrate to 
find out how much of the water has been removed ? 

Mr. Serr. Right. 

Mr. Byrnes. Is there anything uncertain about that? 

Mr. Serr. There should not be. 

Mr. Byrnes. He can find out definitely from that manufacturer 
exactly how much water has to be added ? 

Mr. Serr. That is right. 

Mr. Byrnes. To get it right? 

Mr. Serr. That is right. 

Mr. Byrnes. The record is clear? 

Mr. Serr. Correct. 
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Mr. Byrnes. Now, he has added this water. 

Mr. Serr. He has brought it back to its original condition. 

Mr. Byrnes. He can make a chemical analysis at that point? 

Mr. Serr. That is right. 

Mr. Byrnes. That can be recorded, can’t it—I mean in his file? 

Mr. Serr. Certainly; but let us not forget that that is his analysis. 
That is not the Government’s analysis. 

Mr. Byrnes. I mean assuming that chemists are available and the 
chemists can run the test and he has the chemist’s certificate. 

Mr. Serr. Correct. 

Mr. Byrnes. He could even keep samples? 

Mr. Serr. Yes, sir. 

Mr. Byrnes. To protect himself if there is some question as to the 
veracity of his chemist. 

Mr. Serr. That is right. 

Mr. Byrnes. Then there is the matter of adding the sweetening in 
the amelioration process. That is subject to chemical analysis and 
proof, isn’t it ? 

Mr. Serr. We expect the wine maker to make these chemical tests. 

Mr. Byrnes. Because there cannot be any particular honest mistake 
at that point, can there? 

Mr. Serr. That is right, there should not be. 

Mr. Byrnes. If it is done in a businesslike way ? 

Mr. Serr. There should not be, but here we have a case where the 
taxpayer’s chemist said one thing and we later on by picking up sub- 
sequent samples say he must have been wrong or he never made the 
tests. 

Mr. Byrnes. Your contention, as I understand it, is not that it was 
an honest mistake in this case ¢ 

Mr. Serr. Right. Our contention is that their chemist either never 
made the tests or if he did, he did not come out with the proper result. 

Mr. Byrnes. What I am wondering is whether this whole area of 
making chemical tests, and so forth, is subject to so much uncertainty 
that honest mistakes can be made or whether it is definite and certain 
and therefore if the process is carried out properly, there won't be any 
mistake. 

Mr. Serr. As indicated in Mr. Ryan’s memo which we read into the 
record here, even the chemist’s test will not always come out with 
exactly the same reading, which indicated to him that the reports of 
the taxpayer’s chemist must have been either a reflection of tests not 
made or else tests that were not designed to bring out the truth. 

Mr. Byrnes. In all chemical tests I presume there are margins of 
error ¢ 

Mr. Serr. Right. 

Mr. Byrnes. Even that margin of error is determinable, is it not? 

Mr. Serr. That is right. 

Mr. Byrnes. So that you can figure if the taxpayer’s chemist’s test 
was within that margin of error which was reasonable, there would 
be no penalty of any kind, he would not be considered a violator 

Mr. Serr. That is true. 

Mr. Byrnes. But here he is way beyond the margin of error as far 
as the Government chemist is concerned? Is that correct? 

Mr. Serr. Well, let me put this together for the record, too. The 
chemist, the proprietor’s chemist, was supposed to make his tests of 
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the material before it is ameliorated. We were not in on the ground 
at that time. We came along after it was ameliorated and from our 
tests we determined that the wine could not have had the acids in it 
before amelioration that the wine maker claimed. Ly 

Mr. Byrnes. What puzzles me is how this thing can be so indefinite 
and uncertair, so that the taxpayer cannot be assured that he is com- 
plying and the Government is indefinite as far as whether it has a 

ood case against this individual or has none, when so much of it 
denente on this scientific test. 

Mr. Serr. I did not say that the Government’s case was in doubt as 
to the $19,000. Is there doubt here as to my position on that? 

Mr. Byrnes. I am not questioning your position. I am saying as 
far as the general departmental operation and the record, the whole 
proceeding there seems to be pretty clouded because some doubt 
exists as to whether or not a violation took place. 

Mr. Serr. I think there is one angle to this that is being overlooked. 
Even though we feel that we have complete evidence in the case we 
still have not in the past felt that we should collect a hundred percent 
of what we could. 

Mr. Byrnes. Is that because it is too high, the penalty is too high? 

Mr. Serr. That is right. We feel it is too harsh, too stringent. 

Mr. Byrnes. Wouldn’t you be better off to change the laws so as to 
bring the penalty down to a reasonable area and impose the full pen- 
alty when you have a case of violation that can be proved ? 

Mr. Serr. That might be a possibility. I might say that the wine 
industry is now sponsoring a bill where most of this problem would 
be eliminated, in other words, we would simply take the wine maker’s 
word for it. 

Mr. Byrnes. That, of course, poses a happy solution. Some people 
would just close their eyes to any violation. 

Mr. Serr. That is right. 

Mr. Byrnes. I can’t see the advisability of having this wide range 
of discretion. You say here the liability is $20,000 and it is fixed, 
there is no question in our mind whether we can prove it. Then you 
say, “We will still compromise any case any place from $1 up to $20,000 
liability.” 

Mr. Serr. That is right; surely. 

Mr. Byrnes. That is just the kind of thing, when you leave an open- 
ended discretion like that, you invite and you create the opportunity, 
the temptation for misconduct and improper action in the case; don’t 
you ? 

Mr. Serr. I would not quite agree with that. We have one case in 
front of us. We process hundreds of cases and I think the Govern- 
ment is better off in dealing with its taxpayers on a reasonable basis 
than on an arbitrary basis. 

Mr. Byrnes. Should not the law be the thing that is reasonable and 
the penalty be reasonable rather than the compromises that you try 
to make ¢ 

Mr. Serr. Yes; we would like to see the law more reasonable; that 
is right. 

Mr. Curtis. Mr. Serr, in questions that I have asked and those I 
perhaps now ask I am not censoring any part you have had in this 
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case. I am directing my questions to the weakness in the law as well 
as the procedure. 

Do I understand that in this particular case some of the chemical 
analyses that you needed you could not make with the actual product 
in question, but you had to analyze something alleged to be a similar 
wine? Is that correct? 

Mr. Serr. We analyzed the wine after amelioration. The wine 
maker made his analysis before amelioration. It was the same wine, 
that is right. 

Mr. Curtis. But you did not have an opportunity to make a chemi- 
cal analysis of the concentrate ? 

Mr. Serr. We tried to. One sample of the concentrate was taken 
and as I recall it it was shipped down here to the Washington labora- 
tory for analysis and was broken en route. We asked for another 
sample and when that was taken, most of the concentrate had been 
used and the wine maker’s claim was at that point that the residue in 
the tank from which this last sample was taken was not typical of the 
entire concentrate. So there was another error in the controversy and 
dispute between the Government and the taxpayer. 

Mr. Curtis. What do you call this finished product? Is that called 
fortified wine? 

Mr. Serr. This wine maker was making vermouth. 

Mr. Curtis. Now, is it possible to go into a retail establishment, take 
down a bottle of vermouth and by a chemical analysis ascertain 
whether or not the law and the regulations have been violated ? 

Mr. Serr. I think we can come pretty close to it. 

Mr. Curtis. In other words, allowing for a reasonable margin of 
error ? 

Mr. Serr. May I qualify my statement?! 

Mr. Curtis. Certainly. 

Mr. Serr. We can come close to it in certain areas. In this particu- 
lar case the question in dispute was the acidity of the wine. Wine 
may not be ameliorated if it has less than five parts of acid per 
thousand, and the subsequent fortification and ameliorating process 
itself might reduce that somewhat. But we could calculate about 
how much the reduction should be and work back pretty well to what 
we think the original acidity was before amelioration. 

Mr. Curtis. If it was a gross violation, you could establish it? 

Mr. Serr. That is right. 

Mr. Curtis. Now, is the wine maker required to certify in any 
manner or any place that he has acted within the regulations and law? 

Mr. Torsty. He made a report to you in this case, did he not, sir, 
that his chemists had made certain tests and furnished you with the 
result of those tests? 

Mr. Serr. Yes, he made that report, but I am trying to place a 
regular documentary file by the wine maker. He does file a production 
report on which he is required to specify amounts and in this case, 
acidity, the amount of water added, and so on, in this case he did 
submit a report of that kind. 

Mr. Curtis. But he is not required under existing law and regula- 
tions to make a certificate or an affidavit of such nature saying that if 
it was grossly wrong he would be guilty of perjury? — 

Mr. Serr. We consider his monthly reports as being made under 
oath or subject to the penalty of perjury. 
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Mr. Curtis. Do you think you could make a chemical analysis of 
the product and from the results of it ascertain if it was a clear-cut 
case of material violation, and thus indicate his report was false? 

Mr. Serr. We felt that in this case the report had been falsified. 

Mr. Curtis. You could proceed with a penalty for filing false re- 
port, could you not? 

Mr. Serr. That is right. 

Mr. Curtis. What would you do in that case? How would that be 
handled ? 

Mr. Serr. We would try to ascertain what the objective was. We 
get many reports that do not add right, that have figures omitted 
things of that kind, and when we go to the taxpayers, we often find 
that they check their own records and find the report was deficient. 

Mr. Curtis. I meant a report that is intended to deceive for the 
advantage of the taxpayer. I am not talking about errors of arith- 
metic and omissions through human frailty. 

Mr. Serr. We certainly could proceed somewhere against the tax- 

ayer. 
: r. Curtis. Has that ever been done? 

Mr. Serr. I believe that has been included in one of the charges. 

Mr. Curtis. And it was compromised ? 

Mr. Serr. I would not want to speak as to an actual case on that. 

Mr. Curtis. Do you know of any case where the man was tried? 

Mr. Serr. No, sir, I do not. 

Mr. Curtis. That is all. 

Chairman Kean. Do you know any case where the Bureau referred 
the case to the Attorney General ? 

Mr. Serr. On filing fraudulent reports? 

Chairman Kean, Yes. 

Mr. Serr. No, I don’t know of any cases of such. 

Mr. Tosrn. Mr. Serr, summarizing this testimony of yours with 
respect to the technical angles of this matter, is it accurate to say 
there was no doubt whatsoever in your mind or in the minds of the 
Bureau chemists who made in this case two analyses at the request of 
either you or Mr. Mealey that the Government had an ironclad case 
for at least $19,000 without any question at all as to a deficiency in 
the chemical analysis? 

Mr. Serr. That is right. 

Mr. Tosry. With respect to your over-all assertion of $33,000, I 
take it from your testimony that the $33,000 figure was not one which 
would be taken seriously by either you or the Bureau? You would 
not in any case try to get the full $33,000? 

Mr. Serr. I have indicated that we don’t try to get that figure. 

Mr. Tosrn. And the taxpayer, anyone who has been in industry, 
also understands that while you say $33,000, you mean something 
substantially less than that? 

Mr. Serr. In this type of violation, why, certainly on a first offense 
we have no idea of collecting the full assessment. 

Mr. Tositn. Would it not be fair to say that this $33,000 figure really 
serves very little purpose in terms of what the nature of the offense 
- q0d wnat punishment the division is going to mete out for the vio- 

ation 

Mr. Serr. That comes pretty close to it except as to this company 
in this case the full assessment was collected once. 





130 INTERNAL REVENUE INVESTIGATION 


Mr. Tontn. Yes; but, for example, in a case of this nature the only 
bearing the $33,000 has on it is that normally you would take 10 per- 
cent of that ? 

Mr. Serr. That is right. 

Mr. Tostn. Turning now to your own activities with respect to this 
matter, you reported to Mr. Mealey that in your view about $20,000 
of this assessment was without question ? 

Mr. Serr. That is right. 

Mr. Torry. And that therefore the figure of $2,000 or 10 percent 
would be the minimum which the Bureau would ordinarily exact from 
a violator for a first offense ? 

Mr. Serr. That is right. 

Mr. Tostn. What did he do after you gave him that report? 

Mr. Serr. He later asked me to confer with Mr. Wartur. 

Mr. Torstn. Did you confer with Mr. Wartur? 

Mr. Serr. I did. 

Mr. Tostn. What happened at that conference ? 

Mr. Serr. No agreement was reached between Mr. Wartur and my- 
self. Mr. Wartur insisted that the Government was overlooking 
claims made by the company based on company chemist reports, and I 
could not concede that they had presented any evidence that would 
justify scaling down the fact that they had made some, they had over- 
ameliorated that wine not eligible for fortification. 

Mr. Tosrx. Your position throughout was that the $2,000 figure was 
the least you could recommend ? 

Mr. Serr. That is right. 

Mr. Torrtn. Did you report your inability to arrive at a settlement 
with Mr. Wartur to Mr. Mealey? 

Mr. Serr. Yes, I did. 

Mr. Tostn. What did he say to you? 

Mr. Serr. At that time he indicated that if my idea was that a 
$2,000 offer was the minimum the Bureau should accept that Mr. War- 
tur should proceed to present the $2,000 offer. 

Mr. Toptn. So that you understood from Mr. Mealey that your hav- 
ing made the most favorable possible recommendation to him from 
the taxpayer’s point of view, he would not go back and settle for still 
Jess money ? 

Mr. Serr. That is right. 

Mr. Tosrn. What subsequently happened following these discus- 
sions with Mr. Mealey ? 

Mr. Serr. Well, some considerable time elapsed, possibly 8 or 10 
weeks. I heard nothing further about the case. Subsequently I saw 
Mr. Wartur and asked him how his offer to compromise was coming 
along. 

Mr. Torrx. How did you happen to see him ? 

Mr. Serr. He was in Mr. Mealey’s outer office. I happened to see 
him there. 

Mr. Torry. What did he say? 

Mr. Serr. He told me that the company just was not in a position 
to pay an offer of that kind. 

Mr. Torry. At this time the company had posted a bond in the 
sum of $30,000 with the deputy commissioner ? 

Mr. Serr. I understand that that was the company bond. 
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Mr. Torry. So that as far as the Government was concerned there 
was not any question of the Government’s ability to reach the bond? 

Mr. Serr. That is right, the Government could reach the bonding 
company. 

Mr. Tostn. What took place after this chance meeting between Mr. 
Wartur and yourself? Did you discuss the matter again with Mr. 
Mealey ? 

Mr. Serr. I subsequently asked Mr. Mealey how the case was pro- 
gressing and he told me substantially what Mr. Wartur had indicated, 
that the company was claiming in: ability to pay the $2,000 offer in 
compromise. 

Mr. Toxtn. In the statement given by the deputy commissioner as 
to his reasons for accepting the $500 offer, was any mention made of 
the company ’s alleged inability to pay, to your knowledge ? 

Mr. Serr. I do not know because I do not see those files. 

Mr. Topnrn. On some occasions you prepare such recommendations ? 

Mr. Serr. No, sir. 

Mr. Torry. You do not? 

Mr. Serr. I do not. 

Mr. Tontn. When Mr. Mealey told you that the company was claim- 
ing inability to pay did he indicate to you that he was considering 
rejection of your recommendation for $2,000 2 

Mr. Serr. At the time I had the feeling he was still holding out for 
the full $2,000. 

Mr. Tosrn. Your impression was that he was staying with your 
recommendation ¢ 

Mr. Serr. That was my impression. 

Mr. Tostn. On April 19, 1951, the company made a formal of- 
fer in compromise for $500 to the New York office, as testified today. 
That offer was briefed for rejection and transmitted to Washington. 
Did it come to you at that time? 

Mr. Serr. No, it did not come to me. 

Mr. Topstn. It proceeded through regular channels to Mr. Mealey ? 

Mr. Serr. Regular channels. 

Mr. Tostn. Did he discuss with you the decision of the New York 
office at that time? 

Mr. Serr. No, he did not discuss it with me, but he did come to me 
and told me that the $500 offer was in the office and he wanted me to 
get it and have it returned to the New York office. 

Mr. Tosrn. Did he say anything other than that? 

Mr. Serr. Yes, he indicated that it had been briefed for rejection 
and he wanted the offer accepted. 

Mr. Torry. Did you then transmit the offer back to New York? 

Mr. Serr. I do not recall whether that was sent from my office or 
whether I asked our tax section at that time to get the offer and have 
it sent to New York pursuant to his instructions. 

Mr. Torrn. How do you account for the fact that no letter of trans- 
mittal is in the file evidencing the fact that the offer was sent back to 
New York? 

Mr. Serr. I don’t account for it, there is no explanation. 

Mr. Tosrn. The usual procedure would certainly be to prepare such 
a letter? 

Mr. Serr. That is right. 
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Mr. Tosrn. With whatever instructions the deputy commissioner 
would have for his field office ? 

Mr. Serr. That is right. 

Mr. Tosin. The file does not disclose any such letter was prepared! 

Mr. Serr. No. 

Mr. Tosry. Are you familiar with the revised version of the brief 
accompanying the $500 offer? 

Mr. Serr. That I didn’t see either. 

Mr. Tostn. You did not see it ? 

Mr. Serr. That is right. 

Mr. Toxsrn. Did you see the brief accompanying the final offer which 
was sent forward ¢ 

Mr. Serr. No. Those offers are not routed through my office. 

Mr. Toptn. The revised brief of the offer, Mr. Serr, places great 
emphasis on the contentions made by the taxpayer with respect to the 
findings of its chemists. It contains little or no mention of the con- 
trary findings by the Government chemists and no reference whatso- 
ever to the two checks made by Mr. Ryan, one at your request and one 
at Mr. Mealey’s request. Also omitted from the revised statement of 
facts is the description of the circumstances under which the second 
sample was obtained, such matters as the fact that the inspector thor- 
oughly agitated the vats so that they got a true sample. 

Would the omission of such items of fact as this help the reviewing 
officers to decide to accept this offer in compromise? 

Mr. Serr. I would say so. 

Mr. Torry. Because they would bear on the significance and 
strength of the Government's case ? 

Mr. Serr. That is right. 

Mr. Tosrn. So that when Mr. Mealey indicated to you that the offer 
was to be returned to New York, that was the first news you had that 
your minimum position of $2,000 was not good enough? 

Mr. Serr. That is right. 

Mr. Torry. And that was the end of the matter as far as you were 
concerned ? 

Mr. Serr. It was not discussed with me. I was just informed. 

Mr. Tortn. Do you recall any other cases, Mr. Serr, during your 
service with the Alcohol Tax Unit, when Mr. Mealey reversed the 
recommendations of the office forwarded from the field to Washington 
in favor of the taxpayer as he did in this case? 

Mr. Serr. No, I don’t. 

Mr. Tosrn. That is all. 

Mr. Byrnes. Has the Department ever assessed and checked the full 
penalty in this type of case? : 

Mr. Serr. Yes. As I indicated, this very company at one time paid 
the full assessed amount. 

Mr. Byrnes. Was that their first offense? 

Mr. Serr. Yes, the first and the only one as I understand it. 

Mr. Byrnes. This was the second offense? 

Mr. Serr. This was the second offense. 

Mr. Byrnes. On the first offense you generally go easy. They pay 
the full amount of the penalty which is a cameaalie penalty ? 

Mr. Serr. That is right. 
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Mr. Torry. There are indications in the file, Mr. Serr, that there 
were other assessments in 1940 and 1942 for similar, if not exactly the 
same, offense, mislabeling of wine as blackberry wine when it was in 
fact grape wine, on which a 10 percent offer was accepted, and the 
imposition of rectification tax in 1942 in which the full amount was 
collected, and then this offer which you just referred to. 

Mr. Serr. Of course we are dealing here with what was at that time 
the $9 tax, not the 30-cent tax. It is quite a different item. 

Mr. Byrnes. On what percentage of this type of case have you as- 
sessed and collected the full penalty ¢ 

Mr. Serr. I have no idea on that. 

Mr. Byrnes. Would there be quite a few, though? 

Mr. Serr. I doubt whether there would be many. I would say there 
would be very few. 

Mr. Byrnes. But it has been done? 

Mr. Serr. Yes, with this particular company itself. 

Mr. Byrnes. And you have done it with other companies? 

Mr. Serr. I think we have. I would not want to quote any figures 
on it. 

Mr. Byrnes. It can’t be said that it is the policy of the Department 
never to assess and insist on collection of the full penalty ? 

Mr. Serr. That is right, because we have a case right with this one 
company. 

Mr. Byrnes. That still would be the policy of the Department ? 

Mr. Serr. That is right. 

Chairman Kean. Mr. Serr, you have the title of Technical Adviser 
to the Head of the Alcohol and Tobacco Tax Division. How long have 
you had that? 

Mr. Serr. Since August 1950. 

Chairman Kean. You had the same position when this matter was 
being considered ? 

Mr. Serr. That is right. 

Chairman Kean. Exactly what kind of technical advice do you 
give? What does that mean? 

Mr. Serr. Well, it is hard to say. I am called in on special prob- 
lems that come up. I handle legislative matters. Really, I suppose 
what it amounts to is that the head of the division uses me for con- 
sultation and reference on cases he would like to have someone else 
other than his regular people take a look at. 

Chairman Kean. You might say you were an assistant to the head 
of the Bureau ? 

Mr. Serr. Head of the division. 

Chairman Kran. What was your position before you took this job? 

Mr. Serr. I was head of what we call our field inspection work. We 
have men who visit our field offices. Our division has been decen- 
tralized to the field ever since 1934. We have a very small staff in 
Washington and other than the usual correspondence contacts with 
the field, we have examiners going out and visiting these field offices. 

Chairman Kean. Like a bank examiner, dropping in unexpectedly 
to see how the others work ? 

Mr. Serr. That is right. 

" oe Kean. How long have you been with the Alcohol Tax 
Jnit 
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Mr. Serr. Since 1935. 

Chairman Kran. When you started in that, what were you doing‘ 

Mr. Serr. I was doing statistical work at that time. 

Chairman Kran. From there where did you go? 

Mr. Serr. I went into the field-inspection work. 

Chairman Kean. You were just field inspector and then you were 
made head of it? 

Mr. Serr. Head director. 

Chairman Kran. Director of the Statistical Division ? 

Mr. Serr. That is right. 

Chairman Kran. How did that happen ? 

Mr. Serr. That happened during the war when changes were bein; 
made fast and sometimes they had to move people around quite a bit. 

Mr. Kina. I understand you had a good reputation. 

Mr. Serr. I haven’t had any difficulty so far. 

Chairman Kran. That is quite a jump, from statistical work to 
being executive head. 

Mr. Serr. One-grade promotion. I was head of our statistical 
work. It meant a one-grade promotion. 

Chairman Kran. What is the statistical work? What do they do 
in statistical welaiet 

Mr. Serr. They compile, collect, and interpret all the statistics 
that have to do with alcohol and tobacco for administrative work. 
The public is greatly interested in that type of information. 

Chairman Kean. Some of the information you gather is really for 
the benefit of the industry ¢ 

Mr. Serr. That is right. 

Chairman Kean. Any further questions? 

Mr. Torry. Mr. Serr, can you offer the subcommittee any explan- 
ation of Mr. Mealey’s decision in this matter? Why would he have 
done this, made this extremely favorable decision on behalf of this 
company over the objection of the field office, including yourself # 

Mr. Serr. To me it is that Frank Wartur wore him down and im- 
posed on his friendliness and got him to accept a $500 offer. 

Mr. Tosrn. That is all, Mr. Chairman. 

Chairman Kean. Any other questions? 

(No response. ) 

(The following staff memorandum is included in the record by 
direction of the chairman :) 


II. History or Prion VIOLATIONS BY THE TIARA Propucts Co. 


In the period between 1940 and 1947, the Tiara Products Co. was involved in 
a number of violations of the alcohol tax laws and regulations. These violations 
resulted in tax assessments of various sizes, some of which were compromised 
while others were collected in full. 

May 1940: Three separate assessments were levied against the company when 
it was discovered that a product purporting to be blackberry wine had been 
intermixed with a wine with a grape base. The total assessment was $3,344. 
An offer in compromise in the amount of $335 was accepted. This represents 
10 percent of the assessment. 

January 1942: A rectification tax of $316 was imposed upon the company. 
There was no compromise recorded and it must be assumed that collection was 
made in full. 

1943: Violations of the FAA were discovered which were cited as consumer 
deception (mislabeling and improper advertising). Proceedings looking toward 
revocation of permit resulted in an offer of $3,500 in compromise of criminal 
liability. This offer was accepted. 
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May 1944: Samples of the company’s wine product showed evidence of the 
addition of caramel coloring and the wine was determined to be a rectified 
product. A tax of $960 was assessed, and apparently collected in full. 

June 1944: Sampling of the company’s product showed that excessive water 
had been added in restoring the concentrate. An assessment of $7,652 was 
levied. 

In November 1944 the company submitted an offer of $1 in compromise of 
the full assessment. This was rejected as not being in good faith. It appears 
that this was an attempt on the part of the company to avoid liability through 
simple lapse of time. ’ 

In March 1945 an interview was had with an attorney representing the com- 
pany. At this meeting the attorney was inclined to admit the addition of 
excessive water and spoke of submitting an offer of about $5,000 in compromise 
of the assessment of $7,652. 

In the same month the company submitted an offer of only $500. It is the 
recollection of Mr. Weinert that a new attorney showed up who was a former 
employee of the Bureau and who protested imposition of more than a 10-percent 
settlement on the grounds that that was customary during his incumbency. 

At this juncture, Mr. Kennedy, the predecessor of Mr. Grigsby, became impa- 
tient with the company’s tactics as showing lack of sincerity and good faith 
in attempting to compromise, and ordered that the tax be collected in full. 

September 1944: On this date a case was jacketed which involved charges of 
black marketing against Victor Dumbra, his brother John, the Elk Grove Winery, 
and Tiara Products Co. This grew out of violations of the Emergency Price 
Control Act of 1942 by charging over the ceiling prices. This was effected by 
the receipt of side payments for wine products totaling $526,942. Ultimately, 
John Dumbra was acquitted, minor fines were imposed against certain officials 
of the two companies, and Victor Dumbra, the Elk Grove Winery, and the 
Tiara Products Co. were each fined $45,000. 

1946: Another violation of the FAA with respect to consumer deception re- 
sulted in the acceptance of an offer of $500 in compromise of criminal} liability, 

1947: A third violation of the FAA with respect to improper labeling and 
advertising of the product, which again made the company liable to revocation 
of its permit, produced an offer in compromise of $250, which was accepted. 


Chairman Kran. The committee will stand adjourned until 10:30 
tomorrow morning. 

(Whereupon, at 12 o’clock noon, the subcommittee was adjourned 
until 10: 30 a. m., Tuesday, February 10, 1953.) 
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TUESDAY, FEBRUARY 10, 1953 


Hovss or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL- 
RevenveE Laws or THE CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean, chairman of the subcommittee, 
presiding. 

Present: Representatives Kean (presiding) , Martin, King, O’Brien, 
and Boggs. 

Present also: John E. Tobin, chief counsel to the subcommittee, 
William P. Hindman, Jr., assistant chief counsel, and Joseph M. F. 
Ryan, Jr., assistant counsel. 

Chairman Kran. The meeting will come to order. 

I have to be away for a few minutes. I will ask Mr. King whether 
he will take over in his accustomed place. 

Mr. Kina. Mr. Avis, will you come forward, please ? 


STATEMENT OF DWIGHT E. AVIS, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION (ACCOMPANIED BY JOHN L. HUNTINGTON, HEAD, 
BASIC PERMIT AND TRADE PRACTICE BRANCH, ALCOHOL AND 
TOBACCO TAX DIVISION ; HAROLD A. SERR, TECHNICAL ADVISER, 
ALCOHOL AND TOBACCO TAX DIVISION; ROBERT B. RITTER, 
ASSISTANT HEAD, ALCOHOL AND TOBACCO TAX LEGAL DIVISION; 
E. RILEY CAMPBELL, HEAD, PENAL DIVISION; EARL G. GRIGSBY, 
HEAD, PERMISSIVE BRANCH; HARRY LIEBERMAN, EXAMINER, 
BUREAU OF INTERNAL REVENUE) 


Mr. Tosty. Give your name to the reporter, please. 

Mr. Avis. My name is Dwight E. Avis, head of the Alcohol and 
Tobacco Tax Division. Mr. Chairman, I have members of my staff 
here this morning. I think they have previously appeared before 
the committee with the exception of Mr. Grigsby. 

Mr. Kine. Will you identify yourself? 

Mr. Griassy, My name is Earl G. Grigsby. I am the head of the 
Permissive Branch, Alcohol and Tobacco Tax Division. 

Mr. Tosrn. Mr. Avis, the committee has asked you to come up today 
to discuss the offer in compromise system followed by the Division 
with respect to violations by permittees of the laws and regulations 
pertaining to alcoholic beverages and the like. 


137 
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What is the legislative authority for the compromise system fol- 
lowed by the division ? 

Mr. Avis. I believe, if you don’t mind, Mr. Chairman, I will have 
Mr. Ritter, our counsel, discuss that aspect. 

Mr. Rirrer. Mr. Chairman, the section that authorizes compromise 
is section 3761 of the code which authorizes the Commissioner, with the 
approval of the Secretary, to compromise any civil or criminal case 
arising under the internal-revenue laws. 

Mr. Tontn. That is the basic statute which gives the Commissioner 
power to compromise any tax case; is that right? 

Mr. Rrrrer. Yes, sir. 

Mr. Torry. Generally speaking, Mr. Ritter, the power of compro- 
mise in such cases is not exercised by the Bureau as a whole except in 
civil tax matters where the ability to pay of the taxpayer is a factor; 
isn’t that true? 

Mr. Rirrer. That is partly true. I might say that the Bureau has 
laid down various rules in the past covering the exercise of the power 
to compromise. One of them with respect to the power to compro- 
mise criminal liability and various rules with respect to the compro- 
mise of civil liability. 

Mr. Tosrn. Would you elaborate on that, please? 

Mr. Rrrrer. For example, one of the limitations on the exercise of 
the power to compromise criminal liability is that the Bureau will not 
compromise any liability where the offense was deliberate and with 
intent to defraud. All cases which are deliberate, which involve 
offenses which are deliberate, and with intent to defraud, must be re- 
ferred to the Department of Justice for prosecution. This has been 
enunciated in various Commissioner’s mimeographs, for example, 
Commissioner Mimeograph of July 2, 1934, No. 4201, Commissioner 
Mimeograph No, 4401 of December 3, 1935. 

It is also clearly set out in the Treasury Department Manual for 
Handling Compromises issued in June 1941, paragraphs 5 and 25, 
and also in the A and C Mimeograph issued by the Commissioner 
August 25, 1950, paragraph 41. 

Then there have been various limitations on the power to compro- 
mise tax, interest and penalty cases and generally speaking that right 
is limited to cases where the liability is not clear or where there is 
doubt as to the ability of the Bureau to collect. 

Those are the two general limitations. We have stated, or the 
Commissioner has stated, that there must be some actual substantial 
doubt based upon evidence where there is doubt as to the liability 
of the parties concerned, and that the doubt must be determined by the 
circumstances of each case. Therefore, we have taken the position 
that the compromise policy as determined is exercisable in each case 
dependent upon the circumstances of the case other than that, the 
minimum recommended suggestion. Therefore, we do not consider 
there is any rule of thumb by which you can operate to determine lia- 
bility above certain practical minimums for the reason that we are 
acting upon the cireumstances of each case. 

Where there is doubt as to the taxpayer’s ability to collect, the Com- 
missioners emphasize that the offer ought to represent the srr ato 
maximum capacity to pay, and therefore every effort is made nor- 
mally, through the normal operation or exercise of our powers, to 
get the most we can under the circumstances of the particular case. 
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Now, with regard to criminal prosecutions, there are certain con- 
siderations which we must take into consideration. In the first place, 
there is the question whether or not the benefit to be derived by trial 
and conviction would justify the expense as to the large variety of 
minor cases, violations of the regulations where the penalty is small 
and where the attitude of the courts indicates a great deal of leniency. 

The second consideration is whether t’xe Government could obtain 
conviction, having in mind the uncertainty of criminal prosecutions 
of the type of offense under consideration. 

This, for example, is particularly applicable to such cases as our 
so-called refill cases and floor-stock tax violations where we have 
found through experience the reluctance upon the courts, juries, and 
United States juries to obtain convictions in that type of case. In 
fact, in some places it has been practically impossible. 

Then the third consideration is whether or not the fine that the 
court could impose or would impose under the law is or would be 
larger than the amount of the offer received. 

These general rules are laid down by these various circulars and 
mimeographs and manuals issued by the Commissioner in times past 
and have been in effect for a great many years. As a matter of fact, 
compromise has been practiced by the Bureau since the enactment 
of the original law in 1868, so that there is nothing new about the 
particular compromise policy or about its exercise except, perhaps, 
as to new types of cases which may arise under new laws. 

We feel that the effectiveness of the program as a whole can only 
be determined by an examination of a large number of these cases, 
because the question whether proper judgment is exercised, as has 
been suggested here before, seems to us only to be determined by 
examination of a large number of cases to get a bird’s-eye view of 
ihe policy as a whole. 

We do have quite a few different types of cases compromised, 
Under criminal cases for example, we have the refill cases which prob- 
ably constitute the largest single number of a certain type. We have 
floor-stock tax cases where there is considerable doubt as to the extent 
of the liability because of the difficulty of obtaining proof. Then there 
are cases having to do with preparation of the 52 returns by whole- 
salers, submitting false information, which have been troublesome in 
our courts from the standpoint of getting any results. 

Then we have a large number of violations of our regulations with 
relation to the conduct of the various permittees, failure to submit 
reports properly, on time, and soon. A large number of those as a rule 
are nonwillful but which as a means of policing the industry and 
keeping the permittees in line with the policy of the law and the 
regulations we have used the compromise to good effect. 

Then there are, of course, a large number of civil cases compromised 
where the tax and penalties are compromised. In the first place, we 
have a large group of cases having to do with the illicit distilled spirits, 
the moonshiner’s product. In that case the assessment is based upon 
the calculated production of a particular distillery which is seized in 
accordance with the rules of the law, but in those cases the possibility 
of collection is very very doubtful. In other words, the average moon- 
shiner does not have any assets we can get hold of and therefore you 
will find in that type of case we have had to take whatever we could 
get from him by way of distraint or by way of compromise. 
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There again, as I say, we apply the rule that we try to get the most 
in the way of compromise that the taxpayer can pay, having in mind 
the prospects for the immediate future, immediate earning power. 

Then you have a larger variety of forfeiture cases which are com- 
promised, forfeitures of vehicles and other seized property which 
are based there entirely upon the doubtful liability theory, where it 
is doubtful whether we can get the forfeiture of the property through 
forfeiture proceedings. 

That leaves within these limits a large number of cases where in the 
past in applying the law literally to the facts of the particular case 
the Government finds that there is a certain maximum tax due. The 
taxpayer on the other hand alleges that because of certain mitigating 
circumstances he is not liable for that amount of tax. That results in 
a situation where the Government says there is some liability here, 
there is some tax due and the taxpayer finally admitting there is some 
and they get together on the figure. 

That is the substantial type of cases that have been referred to thus 
far, I believe, in connection with the adjustment of wine taxes and 
rectification taxes, and so on. So that the compromise within the 
rules which have been laid down is substantially an effort on the part 
of the Government and the taxpayer to settle their disputed claims in 
an amicable fashion without resort to court proceedings. 

I believe, Mr. Chairman, that is a general description of our policy. 
I take the liberty of adding this one more observation, that a failure 
to exercise the proper discretion or an abuse of discretion by certain 
persons as to certain cases should not determine the effectiveness of the 
policy asa whole. Our policy is based upon sound considerations and 
has been in effect a good many years and we believe that it has accom- 
oe the purpose of policing the industry in a way which could not 
¢ otherwise accomplished. 

Mr. Kino. Any questions? 

Mr. Tobin? 

Mr. Tosrn. Mr. Ritter, the compromise system which has been 
developed is the Division’s attempt to take the authority vested in the 
Commissioner under section 3761 of the code and apply it to the prob- 
lems the Division has in regulating the liquor industry and also deal- 
ing with the illegal operators in this field ? 

Mr. Rirrer. That is right. 

Mr. Tostn. In other words, the statutory authority is not specifi- 
cally directed to this particular practice in your division, but is a gen- 
eral granting of authority to the Commissioner in all types of tax 
cases ¢ 

Mr. Rirrer. That is right. These various mimeographs which I 
have referred to are attempts by the Commissioner to define them with 
reference to the various types of violations. 

Mr. Tostn. Is it accurate to say that the widespread use by the 
Alcohol and Tobacco Tax Division of this statutory authority is dif- 
ferent in a substantial measure from the way this statute is employed 
in other divisions of the Bureau ? 

Mr. Rirrer. I would say the general principles are the same except 
that the application must be a little bit different in a large number 
of these cases. I am not prepared, myself, to discuss in detail the ap- 
plication to, for example, income-tax cases. I take the liberty of 
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saying that Mr. Campbell is here this morning. He knows more about 
that phase of the work than I do. But I think the general rules are 
the same. We do have the problem in connection with the regulation 
of industries which are legitimate industries, day-by-day regulation 
which requires some punitive action in order to obtain compliance with 
the numerous regulations which we have. That is in a sense a different 
situation than obtains with any other tax. 

Mr. Tostn. Mr. Avis? 

Mr. Avis. I might say, Mr. Chairman, that the rules are the same 
but the application is different because, as I have said in my previous 
testimony, the liquor-tax administration and the income-tax adminis- 
tration are just as different as day and night. Consequently, you apply 
those rules in a different way in the practical industry situations that 
arise. 

Mr. Toprn. That is partly because the Division uses the power to tax 
as a means of regulating an industry; is that not so? 

Mr. Avis. The Congress has seen fit to charge us with that responsi- 
bility, yes. 

Mr. 'Torsrn. Yes, I am just trying to get that clear 

Mr. Avis. That is true. 

Mr. Torry. In the main what you have is the power of taxation. 

Mr. Avis. That is particularly true with reference to the distilled 
spirits and wine industry. 

Mr. Topsrn. Mr. Avis, I wonder if you would give the committee 
a little information as to the extent of this offer in compromise pro- 
cedure. I believe you furnished the subcommittee with some statis- 
tics in the course of the preparation of our report as to the number 
of these offers and as to the money figures that were involved. 

Mr. Avis. Yes. Mr. Serr has that information, if he will just come 
forward here. 

Mr. Serr. These are figures taken from the report for the fiscal year 
1951. During the year, in the internal revenue tax cases we rec eived 
2,914 offers in compromise aggregating $293,480. We accepted 2,782 
offers aggregating $276, 355, and 126 offers involving $20,057 were 
rejected. 

Mr. Tostn. On those dollar figures you gave the amounts of the 
offers or the amounts of the assessments which were compromised ? 

Mr. Serr. Those are the amounts of the offers. 

Mr. Tostn. Do you have any figures as to the assessments involved 
which you disposed of ? 

Mr. Serr. No, I do not have here the amounts of the assessments. 

Mr. Tosrn. I think the figures that the Division supplied us with 
respect to the last 5 years indicated that in internal revenue tax cases 
dealing only with assessed liquor taxes the offers in compromise of 
about $241,000 were accepted in lieu of assessed taxes of about $3.5 
million. 

Mr. Avis. I think those are correct figures, Mr. Counsel, and the 
explanation of that is largely the fact that most of these assessments 
are made in what has been called moonshine or nontax- paid liquor 
cases where there is very little ability to pay, and sometimes the assess- 
ments are large. 

I might say that shortly after repeal the Treasury Department did 
recommend to the Ways and Means Committee that the Commissioner 
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be given the discretion to only assess in those moonshine cases or non- 
tax-paid liquor cases where the investigation showed that the taxpayer 
had some assets, but the Congress did not see fit to grant the Com- 
missioner that discretion. The result is that we assess considerable 
tax in that type of case. It is put on the collector’s books and 53’d off 
almost as soon as it is put on. That is why you have this great dif- 
ferential as between the amount assessed and the amount collected by 
the offer in compromise process. 

Mr. Tostn. Mr. Avis, with respect to these figures you just put in 
the record, these cases would not, I take it, include tax assessments 
which were 53’d off, written off by the collector because of inability to 
collect or which are barred by the statute of limitations. 

Mr. Avis. I think it would, sir. That is true, you are correct about 
that. In other words, where there is no compromise involved. 

Mr. Tortn. In the case of these offers in compromise which I refer 
to, that would not necessarily deal with primarily so-called moon- 
shiners and inability to pay? 

Mr. Avis. I think both types are probably involved in these figures, 
I tell you, I think those figures need an analysis. I really believe they 
do. I think we have not gotten them broken down to just where they 
are understandable yet. 

Mr. Torry. In addition to these offers in compromise submitted in 
tax cases, you receive each year or impose penalties each year 
for violations of the FAA Act which are not treated in an offer in com- 
promise procedure but which in effect are negotiated the same way 
between the permittee and the Government ? 

Mr. Avis. That is right, they are offers in compromise but they are 
not tax liability. No tax liability is involved. 

Mr. Tostn. The amount exacted in each case is generally determined 
by the Division after an investigation of the facts and negotiations 
with the taxpayer ? 

Mr. Avis. That is correct, and in an effort to impose a sufficient 
penalty to properly regulate the industry and to constitute a deterrent 
to future violations. A lot of those violations are what you call trade 
practice violations. There we try to be sufficiently stringent to control 
the situation and to avoid future violation. On the other hand, with- 
out it being a very flagrant situation, we don’t try to put the people 
out of business. 

Mr. Torry. The penalties exacted under the FAA Act are not re- 
garded as taxes ? 

Mr. Avis. No, sir. 

Mr. Torry. That is clearly an exercise of the regulatory power 
granted under the statute without reference to the internal revenue 
law ? 

Mr. Avis. That is right. The Federal Alcohol] Administration Act 
is not a tax statute. 

Mr. Torry. The subcommittee is interested to what extent the de- 
cisions in the FAA Act and Internal Revenue Code cases are made 
the subject of review either in the division or in the Office of the Chief 
Counsel for the Bureau or in the Treasury. Will you state for us 
the procedure that these matters follow ? 

Mr. Avis. Now, you are addressing yourself entirely to the FAA 
Act? 
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Mr. Torin. Let us take the subject Offer in Compromise of Tax 
\ssessments first. 

Mr. Avis. On tax assessments do you want to cover that, Mr. 
Grigsby ? 

Mr. Griassy. The liability is usually discussed with the field office 
of the Alcohol and Tobacco Tax Division. If the taxpayer decides 
to submit an offer of compromise to settle the case, he submits it to 
either the field office of the Ale ‘ohol and Tobacco Tax Division or to the 
director of internal revenue’s office. 

If submitted to the director, they are sent over to the Alcohol and 
Tobacco Tax office, where they are briefed with a statement of facts 
and recommendation as to acceptance or rejections and are sent to the 
Washington office for consideration. We have a tax section where 
these offers come in. They are considered by the examiners and re- 
viewing officials. If we concur in the recommendation made by the 
field office to leave it alone, we leave it alone. If we do not concur, 
we tack on the recommendation of the head of the Alcohol and To- 
bacco Tax Division in Washington. If the recommendation is ap- 
proved for acceptance or rejection, then the field office is notified and 
they notify the taxpayer. 

Mr. Tostn. Does the matter go to the Treasury for review ? 

Mr. Gricspy. No, sir; not in detail. There is a schedule that goes 
over there that is approved, but the Treasury does not have the time 
to read these offers through. We used to send them to the Treasury 
ndividually, but now there is a schedule, a summary statement, that 
woes over there. 

Mr. Torin. Are these matters reviewed in the Office of the Chief 
Counsel ? 

Mr. Griaspy. Yes; they go through the chief counsel’s office. 

Mr. Tostn. Usually through the division of chief cousel’s office that 
has to do with alcohol-tax matters? 

Mr. Griessy. Yes, sir. 

Mr. Tosrn. And the assistant chief counsel is authorized to sign, in 
this case, Mr. Davis’ name? 

Mr. Griespy. Yes. 

Mr. Torry. So that decisions made with respect to these matters are 
practical determinations made in the division and are not thereafter 
subject to review except on an unusual basis? 

Mr. Avis. That is correct; yes. If there is some large case involv- 
ing a very large asessment, a large offer, why, it might have the indi- 
vidual attention of the Commissioner. 

Mr. Torry. Under your practice at present, Mr. Avis, to what extent 
are the decisions on these offers in compromise made available to the 
public? 

Mr. Avis. They have not been made available. Only quite recently 
has the Commissioner assumed the position that in his discretion he 
will make these compromises available in alecohol-tax cases. I am 
talking about the tax cases now as distinguished from those involving 
the Federal Alcohol Administration Act compromises. 

Mr. Tostn. The FAA compromises are not made public? 

Mr. Avis. They are not. That, however, is under consideration, 
and I think I said here in my testimony the other day—while I was 
not in a position to commit the Department and the Bureau—that, 
as far as I was personally concerned, I could see no objection to it 
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if we determined that it would not restrict the industry in its posi- 
tion to dispose of these cases by compromises. I explained to you, 
I believe, the position with reference to the refill cases where we fe It 
that in that situation, if we did make that type of offer public, why, 
the taxpayer would refuse to compromise with us and we would be 
defeated in our ends to properly control that so-called refill practice, 
which is a fraud on the public and not a fraud on the revenue. 

Mr. Tosin. It is your objective to settle as many of these cases as 
you can administrative ly without having to litigate ¢ 

Mr. Avis. That is true. This industry is the most overregulated 
industry in the United States. It has to be that way. The tax is 
$10.50 on a product that costs $1 to manufacture, and the social 
aspect of the liquor traffic is such that the Governments, both Federal] 
and State, have seen fit to regulate, and, as I say, overregulate it; 
and, when you exercise that minute regulation over an industry in 
the way that Congress has prescribed, you have to do it by these 
processes of compromise and penalties and that sort of thing. You 
just cannot take these kinds of cases into the United States district 
courts and clutter them up with it. 

Mr. King. You would lose a lot of them if you did. 

Mr. Avis. Why, certainly. 

Mr. Kina. You would lose three-quarters of them. 

Mr. Avis. You are entirely right, Mr. Chairman. For the evidence 
in those cases, for instance, in these refill cases, we are entirely de- 
pendent there on the expert testimony of our chemists. They analyze 
a bottle as to content. That kind of case you ordinarily cannot get 
to the jury with; the court will direct a verdict. So, the sensible 
method of handling that kind of situation where you know the tax- 
payer has violated the law and is a chiseler, so to speak, is to dispose 
of it by negotiation and compromise and try to deter him and restrict 
him from that type of violation in the future by making it costly. 

Mr. Kine. Mr. Avis, I have one or two things that struck me while 
you were testifying. ‘There is perhaps no other industry from the 
standpoint of pressures on the legislatures and upon the Congress 
that represents a greater effort in that direction to the continued strict 
regulation and supervision of the liquor industry. 

Mr. Avis. That is true. 

Mr. Kine. Do you know of any other ? 

Mr. Avis. No, sir; I do not—nothing that even closely approaches it. 

Mr. Kine. So, there are many times when it is not to be recom- 
mended by people who understand, but nevertheless enactments do 
come down to apply to the men that almost needlessly put the pressure 

the industry 

YM . Avis. Yes. 

Mr. Kine. | say “almost needlessly” advisedly. There are times 
when impractical methods are forced upon you as administrative or 
enforcement officers that you know in your own mind are not worth 
the effort or the expense. 

Mr. Avis. That is true. 

Mr. Kine. That is due to several causes, many of which we know. 
One of them, I believe, results from the fact that at least a percentage 
of those who entered the industry shortly after the prohibition amend- 
ment was repealed were not—I do not like to use the word “unsatis- 
factory,” but they were not the best type citizenwise. 
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Mr. Avis. That is true, and of course many of them were involved 
in liquor violations under prohibition. 

Mr. Kine. And it is a reflection upon otherwise good, proper, 
legitimate enterprises within the industry. 

Mr. Avis. That is true. I would make this observation: That the 
industry as a whole is made up of high-class, legitimate businessmen, 
and there has been a great deal of reformation in the industry over 
a period of years. Persons that entered it at one time that might not 
have been regarded as law abiding are now law abiding and have 
become responsible citizens. 

Mr. Kine. It is nevertheless true, and I think a matter of record, 
that by some means a good number of law violators during prohibition 
finally found their way into the legitimate operations following the 
repeal of the prohibition act? 

Mr. Avis. That is correct. They have presented a problem from 
time to time and still do. And your bill is devised to correct any 
problems that exist in that regard at the present time. 

Mr. Krne. I might say at that juncture—and I am not placing 
blame, but the legitimate operator was noteworthy by his absence 
in aiding or cooperating in the bringing about of the enactment of 
the bill. You don’t need to answer that. I will put it as my state- 
ment. I do not think it is well, I do not think it is good for an indus- 
try of this sort that needs some correction and some cooperation, to 
have absented themselves when it is generally acknowledged by peo- 
ple who knew much more than we of the committee knew at that 
time that some corrections were needed and who felt that the legiti- 
mate and honorable members of the industry could have lent some 
assistance. It seems that there are only certain sorts of bills intro- 
duced here that bring about a flood of : “We are going to go broke if 
you don’t do it,” or “We will be discredited if you don’t pass it.” 

I wonder why the industry as a whole, as you have said, and which 
I certainly agree, is largely proper and legitimate operators, saw fit 
to lie back and not offer their assistance to rid their own industry 
of the very elements that have kept the pressure on them and war- 
ranted the pressure in many cases being kept on. I have been dis- 
turbed about it. I know you have. 

Mr. Avis. I have, Mr. Chairman. I oa say that there was at 
least one segment that did oppose the bill and perhaps others, as 
you suggested, did not get actively behind it. of course the indus- 
try’s position is that they should not be kept on a year-to-year basis 
as far as permits are concerned. They do feel it does jeopardize 
their business. It is their basic objection to it. We point out that 
that type of control has worked effectively as far as the industrial- 
alcohol industry is concerned where we do issue annual permits, and 
with the right kind of administration I do not feel that the industry 
has anything to fear. 

Mr. Kine. Proceed, Mr. Tobin. 

Mr. Tostn. Mr. Avis, could you describe for the committee the 
principles that your reviewing officers have in deciding on these 
offers to compromise FAA violation cases? 

Mr. Avis. The basic principle is to so dispose of the individual 
situation as to constitute a future deterrent to the whole industry. 
Now, that is basically what we have in mind when we dispose of a 
situation. Many times these problems are created, as they were 
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during the war and after the war, by economic situations, shortages 
and that sort of thing, and they not only applied to one or two indi- 
vidual cases but they applied to a subst: intial segment in the industry. 
We try in regulating to deter violation of that character. 

Mr. Tosrn. Do you have any of those rules of thumb? For exam- 
ple, the committee heard that in these illegal fortification cases where 
winemakers are involved that in general a 10 percent rule is applied 
in a first-offense situation. Are there similar rules governing other 
types of violations? 

Mr. Avis. I don’t believe that our rules of thumb are as specific with 
references to FAA matters as they are with reference to tax matters, 
However, we do attempt to get uniformity. We try to treat the var- 
ious members of the industry, taxpayers, on as much an identical basis 
as possible. That is the reason that that authority to compromise 
those cases is vested here in Washington. 

Mr. Torry. It is exactly the problem of assuring uniformity that 
prompted the question, Mr. Avis. We are wondering how you assure 
that like violations by violators in similar circumstances are given sub- 
stantially the same punishment. 

Mr. Avis. That can only be done by examining, by the same people 
examining the cases that come in from the field, from the various 
districts. That is done in Mr. Huntington’s branch, that is in the 
Permit and Fair Trade Practice Branch, and also in the Tax Section. 
I mean the processing operations, the clerical processing operation, is 
done in the Tax Section. The decision with reference to the recom- 
mendation matter as to whether or not the offer should be accepted on 
the basis submitted by the field is made in Mr. Huntington’s branch, 
that is, in the Permit and Fair Trade Practice Branch. 

Mr. Tostn. How does Mr. Huntington know that the decision made 
in case A has the same basis as the decision made in cases B, C and D, 
for example? 

Mr. Avis. If you don’t mind, I will let Mr. Huntington answer that 
question. 

Mr. Huntineron. As I pointed out the other day when we were 
touching on the same subject, we don’t have any two cases, we haven’t 
had any two cases over the years that were absolutely identical both in 
nature and in scope but we do have certain rules of thumb that we 
follow to achieve uniformity. Wehave under the FAA Act some three 
types of cases, violation of the advertising regulation, violation of the 
labeling regulation, and violation of the fair-trade-practice pro- 
visions. 

Violations of the advertising regulation are not numerous and I 
think we average about six compromise cases a year. By the very 
nature of advertising, it does not lend itself to concealment. It comes 
out in the open and we have very little trouble with those. 

In the case of labeling irregularities, there are a few more but not 
many there because we have a very complete system of control. 

In the trade-practice field we have the more numerous violations 
and there we have established the rule of thumb that where gratuities 
are given as sales inducements, the penalty is roughly equivalent to 
the value of the gratuity given. As we mentioned the other day, we 
settled some 46 cases involving breweries in collaboration with the 
Department of Justice. The offense was giving equipment and things 
of value to retail outlets, and the penalties in those cases ranged from 
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$100 to $250,000, as I recall, based on the value of the equipment or 
other gratuity given. 

Mr. Tosrn. How about a case where the Division feels that there 
has been a diversion of non-tax-paid alcohol to purposes improper 
under our present laws‘ What is the rule of thumb employed in 
such cases ¢ 

Mr. Huntinetron. That would not be an FAA case. 

Mr. Avis. In that kind of case we would send that to the United 
States attorney. We would not deal with the tax-assessment features 
until after the criminal case was disposed of. 

Now, if there should be a compromise in that type of case by the 
Department of Justice, which would be a most unusual situation, 
it would be a compromise ordinarily of criminal and civil liability. 
That would include tax and forfeiture. 

Mr. Tosrn. By forfeiture you refer to forfeiture of permit as well as 
property ¢ 

Mr. Avis. No; forfeiture of property, any property subject to 
seizure under the internal revenue law. Of course, we do have very 
broad powers of seizure. 

Mr. Tosrn. Now, when you refer a case to the Dep: irtment of Justice 
and negotiations are conducted either with the United States attorney 
or with the Department in Washington, and a proposal is made, 
does the Department normally ask for your views as to the acceptability 
of that proposal ¢ 

Mr. Avis. They do; yes, sir; and in that regard I would like to 
clarify that situation. Once a case goes to the United States attorney, 
to the Department of Justice, as far as the alcohol-tax case is con- 
cerned, we regard that it goes for all purposes. In other words, 
if the Attorney General in his discretion sees fit to compromise, he 
— compromise criminal and civil liability, including forfeiture 

liability and tax liability. He may do so. He may elect, of course, 
to deal only with the criminal case, but if he sees fit, he has the power 
to do it. 

Now, insofar as any request for our views, that is strictly a matter 
of policy and a matter of courtesy. The responsibility, as far as 
the compromise of criminal liability, for example, or compromise 
of the case in its entirety, if the Attorney General elects to exercise 
that responsibility, is in the Attorney General. The request as to 
our views and our recommendation, as I say, is a matter of Depart- 
ment of Justice policy and a matter of courtesy. 

Mr. Torin. I realize that; but when in those cases your views are 
solicited, on what basis do you decide whether you think the proposal 
is a good one or a poor one, from your point of view ¢ 

Mr. Avis. If we think we have a criminal case and it involves diver- 
sion or involves non-tax-paid spirits, why, we want to prosecute. In 
other words, we think that prosecution in those cases is the best 
deterrent and we are opposed to a compromise policy that involves 
diversion or non-tax-paid spirits. Ordinarily we recommend against 
it. There have been a few of a situations. We have had cases 
where the evidence was very weak and in which the Department was 
inclined to feel they could not “ a conviction and they have been 
compromised. Those, however, “have been largely industry cases in- 
volving the legitimate liquor industry and tax accruing through a 
legitimate operation rather than illicit. 
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Now, as far as illicit, strictly non-tax-paid moonshine, or involving 
what we call a non-tax-paid clandestine illicit operation, for the De- 
partment of Justice to compromise criminally that kind of case is a 
most unusual situation. There have been a few of those, but very few. 
Ordinarily they would close that case; even though they could com- 
promise it, they would close it rather than compromise it, close it 
without any action, which is a policy, incidentally, that we fully 
approve of. 

Mr. Torry. Now, sir, in these wine cases where this brandy tax, for 
example, may be involved, your rule is, other things being equal and 
this being a first offense, you think of 10 percent as the assessment as 
being a reasonable figure ¢ 

Mr. Avis. That isright. But those cases, Mr. Counsel, of course are 
in a very separate and distinct category, because after all on that 
brandy tax, the brandy can be used for fortification purposes if it is 
used properly. It is only when used improperly and the wine is not 
eligible for fortification that these large astronomical proposed assess- 
ments are made. They are really a very special situation. 

Mr. Tosrn. In the so-called commercial bribery cases or cases where 
gratuities are made available to distributors or retailers in the hope 
that that will persuade the recipient to push the donor’s product, your 
rule of thumb is to exact from the donor a penalty in dollars equal to 
the value of that which he gave the distributor or retailer ? 

Mr. Huntineron. With some leeway, depending on the facts. If 
this is a first offense rather than a third offense, the penalty might be 
somewhat lighter. If it is a matter that involves an act that the per- 
mittee didn’t know was illegal and we have reason to believe he didn’t 
know that he was doing something wrong, that also is considered in 
the mitigation. But, generally speaking, the value of the gratuities 
given has been taken as a yardstick to measure the size of the offer in 
compromise. 

Mr. Tozsin. What about a case, Mr. Huntington, where the labeling 
regulations have been violated in a manner which indicates to you that 
the violation was deliberate; say, for example, for using specially de- 
natured alcohol labeled not in conformity with your regulations, what 
is the rule of thum’ employed in such cases? 

Mr. Huntineron. That again is not an FAA act matter. An FAA 
matter is only with beverage spirits and their labeling. But in the 
case of a deliberate misbranding of a serious nature we would not con- 
sider compromising. We would institute permit suspension and revo- 
sation proceedings. 

We had a case some years ago in which a permittee labeled 1-year- 
old whisky as a 6-year-old whisky. We put them out of business. It 
was done on a fairly large scale before we caught up with them. That 
was, I might say, before our present enforcement machinery was per- 
fected to the point it is, but I cite that as an instance of the seriousness 
with which we regard that type of case. 

Mr. Tosrn. What other types of violations of either the Internal 
Revenue Code or the FAA Act are customarily made the subject of 
offers in compromise, excluding the moonshiner situation? What 
other types of offenses by people in the legitimate industry are dis- 
posed of by the submission of an offer in compromise or the payment 
of penalties? 
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Mr. Avis. There are all kinds of violations of internal-revenue regu- 
lations as well as the FAA Act for which these smaller penalties are 
imposed; for instance, failure to render reports that are required; 
incorrect reports where the falsification is not deliberate, it is merely 
the result of carelessness and the keeping of improper records, where 
there is really no motive behind the improper record, and all kinds 
of situations, labeling, advertising, under the FAA Act. 

Of course, as Mr. Huntington says, there are not very many of those, 
but situations in which the violation is not considered serious. 

Do you want to list some more of those, Mr. Grigsby ? 

Mr. Griessy. Failure to notify the Bureau of changes in the direc- 
tors and company officers; failure to file this notice or to file that 
notice ; the receipt of material when the Government officer is not there, 
are either a violation or noncompliance. They do not involve any 
fraud on the revenue and a loss of tax. 

There is failure to comply with regulated performance. We feel 
we must have reasonable compliance. If we don’t, we are lost. We 
have some 37 books of regulations, one book for each phase of the 
industry. They are full of procedures for performance. We try to 
get reasonable compliance of those requirements and of the statutory 
requirements. The refilling of liquor bottles is one form, failure to 
notify of change in officers, change in directors, change in control, and 
failure to get the reports in by a specified time and failure to render 
complete reports, various other requirements along that line. 

Mr. Toxsrn. For example, say a wholesaler either fails to make 
proper records of receipt and distribution of whisky, how do you 
know what to charge him for that offense ? 

Mr. Griassy. It is gaged by the flagrancy, the purpose. There is, 
you might say, never any tax involved because the wholesaler handles 
tax-paid liquors, but he is shipping liquors to a dry State, he gives the 
wrong name and address of the consignee in order to cover that up. 

Mr. Torry. Is the amount of money that is exacted from him as a 
punishment for that called a tax or is that a penalty ? 

Mr. Gricspy. No, that is compromising the penalty which the 
statute levies for failure to make true reports. 

Mr. Tostn. The statutory penalty in such cases would be what, an 
action on the permit ? 

Mr. Griessy. It would run maybe from $500 to $1,000. 

Mr. Tostn. Is that set out in the statute 

Mr. Griessy. Yes, sir. Of course those penalties can only be imposed 
by a court. Now, the United States attorney does not want to take 
these nonfraud cases, and we think the next best thing to do then is to 
penalize him by way of getting an offer in compromise as substantial 
as we think we can get. 

Mr. Tostn. Turning again to this question of consideration of offers 
submitted to the Department of Justice, for example, in the Elk Grove 
case to which we had reference the other day in testimony, as I recall 
it, the original assessment proposed in the field was something over 
$600,000, a review in the Washington office in the Division reduced that 
amount to something over $60,000. The matter was then referred by 
the Division to the Department of Justice. 

Mr. Avis. It was referred, I think, perhaps before the assessment, 
the proposed assessment was scaled down. In other words, that was a 
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case in which we had some testimony which indicated willfulness and 
it was referred to the United States attorney for his determination as 
to whether or not there should be criminal prosecution. 

Mr. Torrn. What was the offense involved there? 

Mr. Avis. I think rectification primarily. There was also this large 
proposed assessment with relation to the distilled spirits tax on brandy 
because of wine allegedly ineligible for fortification. I think Mr. 
Weinert has the facts with reference to that situation because he dealt 
with it in connection with determining how much tax could actually 
be assessed. 

I think there was a question there of wine, fortified wine, in small 
quantities being left in tanks and wine being added. The field took 
the position that by adding unfortified wine to fortified wine and then 
fortifying that wine, that the brandy, the distilled spirits tax on the 
brandy was assessible. 

Our Washington headquarters took the position that it was not. 
Consequently, they did scale down that proposal to I think largely 
about $60,000. 

Mr. Tostn. Was that a case where the Division felt that criminal 
prosecution might have been warranted and so recommended 4 

Mr. Avis. Yes. I tell you, we refer all these cases where they are 
either willful or fraudulent and it was a question, as I recall in that 
case, the reference was based on the willfulness. We thought it was a 
case the Department of Justice and the United States attorney should 
consider and they did consider it and the United States attorney 
finally concluded against prosecution and recommended acceptance of 
an offer in compromise. 

We were consulted about it, and while I think we felt the offer was 
inadequate, yet the taxpayer I think was in bad financial cireum- 
stances and it was concluded rather than to try out the issue of recti- 
fication on the facts in the case that it would be better to compromise. 

Mr. Tosrn. On what basis did you conclude that the offer of $10,000 
in that case was inadequate ? 

Mr. Avis. The taxpayer I think had been in difficulty before. We 
felt that the offer should be larger. In other cases there have been 
much larger offers, I would say, where the facts were not more 
aggravated. 

Mr. Torin. In that case the permittee disposed of possible criminal 
proceedings against him and I think also possible action against his 
permit by the payment of money penalty, is that not true? 

Mr. Avis. Yes, sir. 

Mr. Tosrn. That is contrary to the general practice of the Bureau 
and of the Division in particular, you do not compromise criminal 
cases for an amount of money, do you? 

Mr. Avis. No, we would not compromise that case. That is the 
reason we referred it to the Department of Justice for their 
determination. 

Mr. Griespy. Mr. Tobin, could I correct my previous testimony ? 
You asked if the offers in compromise were sent to the Treasury for 
review. I said that we prepared a schedule or a summary statement 
to go to the Treasury. I did not think that the offers themselves did 
go there, but Mr. Weinert tells me that they do, they go along with the 





INTERNAL REVENUE INVESTIGATION 151 


summary statement, so there may be review if the Treasury officials 
see fit. 

Mr. Toprn. Has there ever been a case where the Treasury would 
reverse the recommendation made by the Division with respect to an 
offer in compromise ? 

Mr. Gricssy. We may have had reversals but not often, to say the 
least. We never compromise a fraud case, a case involving fraud on 
the revenue. The cases that we consider do not affect the revenue. 

Mr. Tostn. Mr. Avis, on the general problem of handling all these 
violations, both those coming under the Internal Revenue Code and 
under the FAA Act, it strikes me that there is a considerable volume 
of paper work employed in the present procedure, that is, you take 
an offer in compromise to the director in the field or to the district 
supervisor, or assistant district commissioner; he reviews it; his office 
prepares a statement of facts dealing with the matter, whether it is a 
$5 offer or $5,000 offer; that comes down here and is ¢: irefully reviewed 
in your section and then goes over to the Treasury for some other sort 
of review. Is it necessary, in order to handle this problem and to 
vet the uniform results that you want, to have this complicated 
procedure ¢ 

Mr. Avis. There may be too much paper work connected with it. 
I don’t think that it is desirable to route these offers to one place, 
— I will say this, that under the reorganization we are propos- 

ng to ‘decentralize the offers-in- compromise assessments and claims, 
W hether or not it will be done in all these liquor cases, there has been 
no final determination, and particularly with reference to those Fed- 
eral Alcohol Administration Act cases I think there is some reason 
for keeping it in Washington. Of course, if the new bill that is now 
pending before the Ways and Means Committee is enacted, it will 
eliminate one of the problems connected with the assessment of tax 
in these wine cases, but as long as we have the present situation, I 
think there is some reason for maintaining these technical cases, I 
mean the final review and determination of these highly technical 
cases, here in one place. 

Mr. Toxin. Is there any utility in assessing and placing, on the part 
of the director in the field, these large assessments which in practical 
effect nobody seriously intends? For example, in the Tiara case, con- 

cerning which we had testimony yesterday, I take it that even though 

the people in Washington headquarters found a substantial amount 
should be obtained, that nobody seriously advocated they get $33,000 
from that permittee. 

Mr. Avis. That is true from the testimony. I was not very familiar 
personally with that case. I think that is a fair deduction from the 
testimony. 

Mr. Torry. Similarly in the Elk Grove case nobody in Washing- 
ton very seriously considered this $600,000 figure. In fact, it was cut 
down. 

Mr. Avis. No. In fact there was an erroneous proposal to start 
with by an inspector and investigator that were not sufficiently tech- 
nically trained and who were disposed to include anything and every- 
thing that they could. Of course, that case, in the early stages of it, 
was investigated primarily with a view of criminal prosecution. 
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Mr. Tonrn. What is the value, for example, in the Tiara case of set- 
ting up this assessment of $33,000? 

Mr. Avis. I would say that ordinarily in those cases those assess- 
ments actually are not made. They are proposed in reports and then 
negotiation takes place and the assessment never actually gets on the 
director’s books. In that regard I think the Tiara situation is un- 
usual. But there again the reviewing officials here in Washington 
felt that the facts did warrant that assessment being put on the books. 

Mr. Tosin. Now, if the deputy commissioner in the Tiara case, for 
example, had been so disposed, he could have compelled the collection 
of at least $30,000 of that assessment, could he not, and forced the 
taxpayer to sue for refund? 

Mr. Avis. Yes. 

Mr. Torin. In cases where you propose and in fact do assess these 
large amounts in dollars, doesn’t that give the Alcohol and Tobacco 
Tax Division a tremendous power over the permittee concerned ¢ 

Mr. Avis. It certainly does; yes, sir. 

Mr. Tosin. Similarly, in an FAA case, suppose you reject the offer 
in compromise, what happens to the intended offer in compromise ? 

Mr. Avis. If we have a case that we can go to hearing on and there 
is liability under the permit as there ordinarily would be in most cases, 
we would institute suspension proceedings against the permit which 
usually would prompt a larger and more substantial offer in com- 
promise. 

Mr. Tosin. Suppose the offense was of such a nature that it would 
not properly justify a revocation or suspension of the permit, if the 
permittee refuses then to pay anything, what can you do? 

Mr. Avis. We could not do anything. I mean we have to elect; if 
he will not negotiate, then it is our move. We have to elect. If we 
have a case, we will go before a hearing examiner in a suspension 
yroceeding or we refer it to the Department of Justice. In some 
instances we have done that, and the United States attorney will bring 
the taxpayer in and discuss the situation with him and his counsel. 
Sometimes that results in a settlement. 

Mr. Huntineron. I might say that that situation almost never 
arises. The permittee is usually happy to dispose of the case by com- 
promise rather than face more serious proceedings. 

Mr. Toprn. In the case of these assessments of taxes, suppose that 
you, Mr. Avis, had a personal dislike for a permittee who got himself 
involved in one of these situations where a large assessment could 
technically be justified, if you were resolute in the matter he would 
have to find that money somehow and sue the United States to get it 
back. 

Mr. Avis. I say actually in that regard that would be an abuse of 
discretion and that is something that is most difficult to lay down rules 
to handle. 

Mr. Tosrn. For example, in the Tiara case, testimony was to the 
effect that at least $19,000 of that assessment was firm enough so that 
it would have supported litigation on the issue of whether that tax 
was due. Suppose the Bureau had determined that they were going 
to have that tax, Tiara would have been stuck with it, would they not? 

Mr. Avis. Exactly. We have a case now far enough along to refer 
to it by name because it is pending litigation in which we have a situa- 
tion where we claim that the rectification tax is due and the taxpayer’ 
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claims that it is not. We say that he is doing certain things. He says 
that he is not. We have made one assessment. He is litigating the 
matter. We have made another one and as I understand it, were about 
tomakeathird. You do get into those situations. We are testing our 
rectification statute out. 

Mr. Tostn. The present system which can result in the imposition 
of this large assessment for which the Department normally does not 
insist on payment does give to your Division a tremendous power over 
somebody in the industry, which power can be substantially exercised 
without review by anybody else. 

Mr. Avis. That is true. Under this new bill, due to the wording of 
it, we would only have that authority where it was willful, which would 
eliminate these cases of mistake and inadvertence and debates, so to 
speak, as to what the facts are. We would either have to have the 
evidence or we would not have a basis for assessment of the distilled 
spirits tax where brandy was used for wine which we allege was in- 
eligible for fortification. 

Mr. Tosrn. Would you explain this matter of rectification tax for 
the record, please? 

Mr. Avis. I am going to ask Mr. Grigsby to do that because he is 
more of a technical man than I am. 

Mr. Griaspy. The statute levies the rectification tax on distilled 
spirits that are purified and refined subsequent to manufacture. It 
also levies a rectification tax on distilled spirits and wines which are 
compounded, to which some substance is put in that results in com- 
pounding. That is usually the flavoring, coloring material. 

Mr. Tostn. For example, in the case of whisky, so-called straight 
whisky does not become subject to a rectification tax? 

Mr. Griessy. That is right. 

Mr. Tornrn. Whereas, blended whisky, customarily the cheaper 
whisky, can incur this special tax? 

Mr. Griessy. That is for reason of mixing with the whisky neutral 
spirits, which is a different spirit, and also usually mixing in coloring 
and flavoring materials, caramel, sherry wine, prune juice, glycerin, 
and various other materials which tend to slick up whisky a little bit 
and make it a little more attractive. 

Mr. Torry. The poor man’s whisky, blended whisky which has to 
be slicked up, bears a heavier tax burden than the more expensive 
straight whisky. 

Mr. Gricspy. Well, it involves an additional 30 cents a proof gallon. 
It doesn’t have to be slicked up. It just makes it more attractive in 
that if they are going to have to pay the 30 cents a gallon for whisky 
and neutral spirits together they might as well do as good a job as 
they can on it and get their money’s worth. Of course the justifi- 
cation for that tax is that the blender, rectifier, starts out, we will 
say, with 1 gallon of whisky and mixes in several gallons of neutral 
spirits and comes out with 3, 4, 5 gallons which he sells as whisky. 
He has increased his gallonage of whisky which he puts on the market. 
The neutral spirits are relative, they are nothing like as expensive as 
the whisky is. So he gets quite a benefit by his rectification. I assume 
that the reason Congress had in imposing a tax is that he could afford 
to pay this additional tax. 

Mr. Torsrn. Where does the rectification tax come into play in 
wine making? 
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Mr. Grigsby. In producing wine, the laws in respect to the pro- 
duction of wine go back to eae made under the Food and Drug 
Act, when Wiles was head of the Food and Drug Act Administration. 
That was before we had a wine law. When the wine law was enacted 
those decisions were incorporated in the law. They do define limi- 
tations in respect to mater ole which may be used in the manufactur 
of wine. 

Now, for instance, the law permits the blending of different wines 
together for the sole purpose of perfecting the wines according to 
commercial standards. When we come across a case of blei ding f 
where we think it was not blended for that purpose but merely ble nded 
to stretch the wine where an inferior wine is mixed in witha superior 
wine, which we think is merely for the purpose of increasing the 
volume of a superior wine, we say that is not a blending within the 
law, it is therefore rectification. It is blending of dissimilar wines 
together. 

Mr. Torin. Do you want to add anything to that? 

Mr. Avis. No, sir. 

Mr. Tosty. In the wine business particularly you use primarily 
the weapon of the tax on the distilled spirits and secondarily, the 
penalty of the rectification tax to enforce the regulation of the Division 
with respect to quality of wine, is that right ? 

Mr. Gricssy. The winemaker is authorized by the statute to get the 
brandy and use it free of tax in manufacturing his wine. The law tries 
to restrict that fortification to genuine wine. It does not want to leave 
the use of brandy free of tax to make an artificial or imitation for a 
compound wine. It is where the winemaker’s wine which he fortifies 
does not fully meet the statutory limitations, that we say he had no 
right to fortify that wine, he had no right to use the brandy, tax-free 
brandy, to fortify the wine, so the next conclusion is that he had no 
right to use the tax-free brandy to fortify that particular wine, where 
he should have used tax-paid brandy. It is technical, but strictly 
speaking we feel there is a lot of reason for the tax. 

But we feel as it’is involved in manufacture, the Government has 
really lost no tax. The wine he fortified will pay the same tax as if 
the wine met the statutory requirements. He is just operating under a 
tax exemption which we feel has to be strictly construed against. 

Mr. Tosrn. In other words, this is the way that your division super- 
vises the quality of American wine production 

Mr. Avis. Yes. I think that is a fair overall deduction, yes. 

Mr. Tosrn. Mr. Avis, in connection with this proposed legislation 
that you referred to, what does that do to the powers of your division 
with respect to regulating the quality of wine? Are you still in the 
quality business? 

Mr. Avis. Yes, we are still in the quality business, but it does place 
limitations on our power. In other words, as far as this so-called 
application of the distilled spirits tax and brandy for wine ineligible 
for fortification, if we only had jurisdiction where we could show and 
where we could only impose the tax where the violation was willful, 
and ordinarily we could not. So it would eliminate largely this type 
of case. 

Mr. Tostn. This is another aspect of the regulatory activities which 
you engage in which you feel you are better equipped to do? 
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Mr. Avis. That is our feeling and that is the industry position gen- 
erally in all segments; yes, sir. 

Mr. Toprn. Mr. Chairman, I have no further questions, 

Chairman Kean. Thank you, Mr. Avis. 

Mr. Avis. Thank you, Mr. Chairman. 

Chairman Kran. Mr. Edward Wooten. 


STATEMENT OF EDWARD W. WOOTEN, MANAGER OF THE 
WASHINGTON OFFICE OF THE WINE INSTITUTE 


Chairman Kean. Will you give the reporter your name? 

Mr. Wooren. My name is Edward W. Wooten, manager of the 
Washington office of the Wine Institute. The Wine Institute is the 
trade association for the California wine industry which produces 
about 80 to 85 percent of the volume of United States wines. 

I understood the committee yesterday had brought before it some 
questions with regard to the proposed wine bill, H. R. 2065, intro- 
duced by Mr. Johnson, of California, and its companion bill, H. R. 
2066, by Mr. Cole of New York. Apparently the questions the com- 
mittee is concerned with 

Mr. Tostn. Excuse me, the subcommittee is not considering these 
bills. 

Mr. Wooren. I understand you had certain questions in connection 
with the subject before the c ommittee. We have no intention of bring- 
ing the bill before you. We will come before you at a later date. 

Chairman Kean. Mr. Wooten, we have not the responsibility here 
in the subcommittee or the duty to investigate the question of the 
proposed legislation which may have been under discussion, but if you 
have any comments on the subject of the hearings and the methods 
that have been brought out in the hearings, we shall be glad to hear 
them. But we are not considering proposed legislation. 

Mr. Wooren. I fully understand that, Mr. Chairman. I under- 
stood the question was as to how a legitimate winemaker managed 
to get messed up in rectification all the time. 

Chairman Kean. Right. We will be glad to hear about that. 

Mr. Wooren. Back about 1870, I believe subst: antially the present 
rectification laws were passed with regard to the rectification of dis- 
tilled spirits and wines. I do not think it had anything to do at that 
time with the operation of winemakers, but about 20 years later 
somebody woke up to the fact that a substantial number of winery 
operations constituted rectification under that law. 

The principal item which first came to their attention was that 
of labeling brandy used in making sweet wines like port. The prac- 
tice of the trade was developed in Portugal 300 years ago to make 
a sweet dessert wine which was to add a small quantity of br: indy to 
it. That is a natural preservative which keeps the wine from re- 
fermenting and spoiling. That constituted rectification. So an 
exception was made to the law and that was permitted. 

At the same time the trade was not interested in securing any privi- 
leges for adulteration of wines. So a definition of the wine with the 
brandy added to it was tacked on. Generally speaking, that was 
called pure wine and it was fermented grapejuice. 

Other questions came up under the rectification laws as to the prac- 
tice of mixing and blending, which of course all winemakers do all the 
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time. Special exception had to be put in the rectification laws for 
that. There are additional treatments that are given by all wine- 
makers to their wines because their grapes vary fr rom year to year, 
the varieties of grapes vary. The composition of the juice is not iden- 
tical in all cases. The winemaker has to adjust the acidity of the juice 
up if it is low. He may have to bring the acidity of the juice down 
if it is extremely high. Exceptions had to be put in for that. 

Some of those treatments are very detailed and small, the slight 
treatments, and in 1914 an effort was made to explain all those things 
more or less in detail. When the matter came before Congress, Con- 
gress decided that was too much detail for a statute and considered in 
the statute a rather vague phrase permitting usual seller treatment. 
We have been having trouble with that ever since because some person 
will come in and argue that what he was doing was the usual seller 
treatment as far he was concerned. Usually that type of fellow was 
a fellow who was an adulterator at heart and was trying to put over 
some practice. 

Asa result the Bureau quite naturally, and considering the rectifica- 
tion tax was involved, took a very strict position on that. A great 
many practices which are considered legitimate for good winemaking 
all over the world are in fact not permitted i in this country under pres- 
ent law. The bill is designed to spell out some of those practices so 
that it will be understood from now on there will be no question 
of rectification involved. 

Chairman Kean. We are not considering the bill. 

Mr. Wooren. That is right, sir. The bill also provides that the 
rectification tax shall not be assessed for accidental or technical mis- 
takes. Now, that leaves as a penalty the rectification tax and the 
distilled spirits tax for deliberate violations for persons adulterating 
wine. A great many of the difficulties the Bureau has had over the 
recent years have been questions involved in technical winemaking 
processes rather than questions of absolute adulteration. 

The trade is very much opposed to adulteration and they want that 
law enforced with regard to that. At the same time they want their 
own legitimate practices recognized and removed from the possibility 
of these tremendous civil tax liabilities that are piling up under the 
present law for purely technical mistakes. 

Chairman Kean. What about this system of making these very 
large assessments with no intention of enforcing them? Do you ap- 
prove of that system? 

Mr. Wooren. No, sir, we don’t. Under our proposed hearings, the 
civil tax liability shall be imposed where there 1s adulteration and not 
technical violations for doing something that is ordinarily considered 
winemaking practice. That would eliminate a great percentage of 
the cases where you get a high assessment and a low settlement. You 
won’t have them any more. The number of cases of absolute adultera- 
tion are relatively few by a number of fringe operators. Your in- 
spectors concentrate on this actual adulteration rather than check 
each one. 


Chairman Kean. You think they ought to slap down a regular fine 
and stick to it? 


Mr. Wooren. I think that would be desirable; yes. I am talking 
about adulteration cases. 
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Mr. Torsrn. Is the present offer-in-compromise system satisfactory 
for people in the business? They have experienced no difficulty with 
it? 

Mr. Wooren, As I say, in the case of technical violations of present 

law, the high pile- up of civil tax liability does not make it satisfactory 
at all. 

Mr. Toxin. There is the technical matter in the imposition of as- 
sessments in every case. 

Mr. Wooren. You could wreck the legitimate wine industry if full 

ivil tax liability were imposed on some of these violations due to some 
of the deficiencies of the present law with regard to seller treatment. 

Mr. Tosrtn. That is all. 

Chairman Kean. If an official of the Bureau by any chance had a 
yersonal dislike for the workings of a certain person in the industry, 
oe the type of assessment they could make the sy could practically put 
them out of business, could they not ¢ 

Mr. Wooren. Yes. 

Chairman Kean. Under the present system ? 

Mr. Wooren. That is correct. 

Chairman Kean. Any other questions? 

Thank you, Mr. Wooten. 

Mr. Wooten. Thank you, Mr. Chairman. 

Chairman Kean. The committee will adjourn, subject to the call of 
the Chair. 

(Whereupon, at 12: 10 p. m., the subcommittee was adjourned sub- 
ject to the call of the Chair.) 


29091—58—pt. A——11 
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WEDNESDAY, FEBRUARY 25, 1953 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
REVENUE Laws or THE COMMITTEE ON WAYs AND MEANS, 
Washington, D. C. 

The subcommittee met at 10: 30 a. m., pursuant to call, in room 429, 
Old House Office Building, Hon. Robert W. Kean (chairman of the 
subcommittee) presiding. 

Present: E:epresentatives Kean, Martin, Byrnes, Sadlak, King, 
O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel to the subcommittee, and 
William P. Hindman, Jr., assistant chief counsel for the subcommittee. 

Chairman Kran. The committee will come to order, 

Mr. Peterson, I think you might as well be sworn. Raise your right 
hand. 

You solemnly swear that the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 

Mr. Pererson. I do. 


TESTIMONY OF HENRY RAYMOND PETERSON, HEAD, PERMISSIVE 
BRANCH, ALCOHOL AND TOBACCO TAX DIVISION, NEW YORK, 
N. Y. 


Mr. Toptn. Mr. Peterson, will you state your full name for the 
record ? 

Mr. Pererson. Henry Raymond Peterson. 

Mr. Tostn. What is your present position, Mr. Peterson ? 

Mr. Prerersen. I am ee of the permissive branch of the Alcohol 
and Tobacco Tax Division of the New York City district. 

Mr. Tosin. Are you a long-time employee of the Bureau of Internal 
Revenue ¢ 

Mr. Pererson. Yes. I entered the service in 1934 shortly after 
repeal. 

Mr. Tosrn. What positions have you held since that time? 

Mr. Prrerson. I started in the service as a storekeeper-gager with 
the Alcohol Tax Unit, which was the name our particular part of the 
Bureau had at the time in Kentucky. I worked as a storekeeper- 
gager and a storekeeper-gager-in-charge, as inspector, as Chief of 
the Bonded Accounts Division, which it was called at that time, and 
as the assistant district supervisor, and later that same position was 
changed to its present title of “Head, Permissive Branch.” 
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Mr. Torr. In your position as assistant district supervisor, per- 
missive, where did you serve? 

Mr. Peterson. In the Atlanta, Ga., office. 

Mr. Tosrn. During what period were you the assistant district super- 
visor, permissive, in Atlanta, Ga. ? 

Mr. Peterson. I was promoted to that position on July 9, 1950, and 
I held that position or the subsequent position with the same title 
until I was transferred to our New York office, which was effective 
January 4, 1953. 

Mr. Tonin. Prior to your appointment as assistant district super- 
visor you had served in Atlanta for some years. 

Mr. Pererson. That is right. I went there in February of 1944 as 
chief of the Bonded Accounts Division. 

Mr. Tosrn. Mr. Peterson, in 1952 would it be accurate to say that 
there was considerable discord and unrest in the Atlanta office of the 
alcoho] tax unit. 

Mr. Peterson. I believe so. 

Mr. Tosin. What was the basic cause of that situation. 

Mr. Peterson. I think primarily it was due to a feud which existed 
between the district supervisor, Mr. W. G. Malsie, and the assistant 
district supervisor, valentine Mr. Donald S. Tydings. That is 
1952. 

During that same period, of course, there was an investigation of the 
office by a team representing what we called the Harney group from out 
of the department. 

Mr. Tostn. Was the existence of the feud well known to the person- 
nel of the office ? 

Mr. Peterson. It was. 

Mr. Topin. Were there any external signs of this disagreement 
which were evident to people around the place? 

Mr. Peterson. Not in any marked degree in the permissive division. 

We made every effort to keep that division completely out of the 
feud, do our work and let those people in the other division alone. 

However, there was, during that period, particularly in the months 
prior to the time that Malsie left, which I would say were July, August, 
and September of 1952—as I recall, during that period Malsie and 
Tydings did not speak to each other, did not enter offices belonging to 
each other at all. 

Of course, that was quite noticeable about the entire office. 

Mr. Torin. Mr. Tydings was the No. 2 man in the office in charge 
of enforcement work; is that right? His position was similar to yours 
and both of you reported to Mr. Malsie? 

Mr. Peterson. That is correct. 

Mr. Tortn. The Atlanta office has probably the most difficult en- 
forcement task of any field office in the country ; is that not right? 

Mr. Peterson. It does, and I think by far the largest number of 
cases in enforcement are made in the Atlanta office; in fact, I believe 
almost half in some years. Of course, many of them represent almost 
illegal operations, but they are quite numerous. 

Mr. Tostn. That is the so-called moonshining operations? 

Mr. Peterson. That is right. 

Mr. Topstn. What effect did this feud have, would you say, on the 
enforcement work of the Atlanta office? 
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Mr. Pererson. It is my opinion that it definitely was detrimental to 
the work in the whole district. 

Mr. Tosin. When did Mr. Tydings become assistant district super- 
visor, enforcement, in Atlanta? 

Mr. Peterson. Some time in 1944 he was transferred to that posi- 
tion from the Baltimore district. He took that position when he first 
entered the district. 

Mr. Tosrn. This was his first post as assistant district supervisor ; 
is that right? 

Mr. Pererson. I believe so. 

Mr. Torry. Who was the district supervisor in Atlanta at that 
time? 

Mr. Peterson. Mr. R. A. Beman. 

Mr. Tortn. What was the relationship between Mr. Tydings and 
Mr. Beman? Was that harmonious? 

Mr. Peterson. It was in the beginning, certainly. However, be- 
fore Mr. Beman left Atlanta, which I believe was sometime in 1945, 
the relationship was not good. I knew Mr. Beman fairly well. I had 
known him in the Louisville office. I know that he was very disap- 
pointed in Mr. Tydings. They didn’t get along very well. 

Mr. Tostn. Do you know of any reason why there should be diffi- 
culty between Mr. Beman and Mr. Tydings? 

Mr. Pererson. No; I never learned that, never tried to. 

Mr. Tortn. Was it known in the office generally that Mr. Tydings 
and Mr, Beman did not get along? 

Mr. Pererson. It was. 

Mr. Byrnes. Was it known here in Washington? 

Mr. Prrerson. I have no idea about that at all. 

Mr. Tosrn. I think we will have Mr. Avis on that. 

When did Mr. Beman leave the Atlanta office? 

Mr. Peterson. I can only estimate rather loosely on that. I believe 
it was sometime in the latter part of 1945. 

Mr. Tontn. Who succeeded him? 

Mr. Pererson. Mr. W. D. Hearington. 

Mr. Tostrn. What was the relationship between Mr. Tydings and 
Mr. Hearington? 

Mr. Peterson. The relationship between those men was I think good 
in the beginning. However, before Mr. Hearington left it was defi- 
nitely bad, practically to the point that they didn’t speak to each 
other. 

Mr. Torrn. What was the occasion for the difficulties between Mr. 
Tydings and Mr. Hearington? 

Mr. Pererson. As I recall, the beginning was some difficulty that 
Mr. Tydings had or was reported to have had with some of the female 
employees in the office. Later an instance occurred as far as I know—- 
at least that was the talk; I didn’t check it—in which Mr. Tydings had 
borrowed a reported sum of money, about $3,000, from a liquor opera- 
tor in the Atlanta area, and there had been some sort of complaint from 
those people some way that he wouldn’t pay the money back, and the 
whole story had gotten to Mr. Hearington, who had forwarded the 
preliminary investigative report to the Bureau. Naturally Mr. Hear- 
ington must have felt that he could have no particular confidence in 
Mr. Tydings under the circumstances, and from that point on, I feel 
sure, their relations were quite strained, to say the least. 

Mr. Torrn. Who was this liquor operator that you referred to in 
your testimony ? 
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Mr. Prererson. As I remember, his last name was Garner.. :His 
first name I do not remember. 

Mr. Tosrn. Would that be James Garner? 

Mr. Prererson. That to the best of my recollection would be right. 

Mr. Tosin. Was he in the legal liquor business in the Atlanta area ? 

Mr. Prrerson. As I recall, he was, but he had a reputation there 
also of dealing in illegal liquor, into the dry counties of Georgia. He 
might be called a liquor runner, in that he would take regular taxpaid, 
from our standpoint, liquor, and sell it into the dry countries of 
Georgia for sale in violation of the Georgia law. Whether he was 
actually engaged in any moonshining operations I don’t know. . His 
reputation was not good. 

Chairman Kean. I was interested in what you said about not pay- 
ing it back. You seemed to emphasize that. Would it not be con- 
sidered improper for a man in that position to have borrowed money 
from somebody in the liquor business ¢ 

Mr. Pererson. It certainly would, but the reference I had to not 
paying it back was that that probably was what caused it to come into 
the open. Otherwise, the chances are no one would have ever known 
about it. 

Mr. Torntn. How was the matter of the Garner loan made known to 
Mr. Hearington ? 

Mr. Pererson. As I recall, it was through the investigator in charge 
for the State of Georgia, a Mr. Knox Johnston. 

Mr. Tosry. Had one of his men— 

Mr. Prrerson. Yes. The story was—the only one I remember was 
an investigator by the name of McQuown who had somehow found 
this information and began to develop it and report. it. 

Mr. Tosry. And he passed it on to his superior, Mr. Johnston, who 
in turn passed it on to Mr. Hearington ? 

Mr. Pererson. That. was my understanding. 

Mr. Torin. You testified that Mr. Hearington then reported these 
facts to the Bureau, as far as you know; is that right? 

Mr. Pererson. He did. He told me he did. 

Mr. Tontn. Was an investigation of this transaction thereafter 
made by the Bureau ? 

Mr. Pererson. It is my recollection that the Intelligence Unit 
made an investigation. However, I do not know any details as to that. 
They wouldn’t come to me in my position. 

Mr. Torry. After this investigation had been concluded was any 
disciplinary action taken with respect to Mr. Tydings ¢ 

Mr. Pererson. None so far as I know. 

Mr. Torry. In view of the nature of this transaction, to wit, a loan 
from a person known to be of bad repute and to be in the liquor busi- 
ness, and in view of the fact that the loan had not been repaid for 
some time, would such a transaction normally have resulted in dis- 
ciplinary action to an ATU employee ? 

Mr. Pererson. It would in my opinion certainly. 

Mr. Torry. Was that the general expectation of people in the 
Atlanta office ? 

Mr. Prrerson. It was. 

Mr. Torntn. What was the reaction among the employees in the 
Atlanta office when Mr. Tydings was not disciplined ¢ 
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Mr. Prererson. The reaction, as I got it, was that due to political 
intervention no disciplinary action had been taken with respect to 
Tydings. 

Mr. Tosrx. What effect would such an event have on and control 
over other employees in the office in your opinion? 

Mr. Pererson. Well, it would have the natural and expected effect, 
in my opinion, and that is that morale would definitely be lowered. 

Mr. Tosry. Would it be acctirate to say other people would feel 
that the important thing was not what you did, but whether you could 
get away with it? 

Mr. Pererson. I think so. 

Mr. Tosrn. When did Mr. Hearington retire from service? 

Mr. Pererson. As I recall, March 1, 1949. 

Mr. Tosrn. The investigation of this so-called Garner loan was 
made by the Bureau during the previous year ¢ 

Mr. Pererson. That would be my recollection. It had been at least 
some several months prior to the time that Mr. Hearington went out, 
at least. It must have been in 1948. 

Mr. Tosrn. Had Mr. Hearington taken any position with respect 
to what should be done with Mr. Tydings’ investigation ? 

Mr. Prrerson. He had taken no official position insofar as I know. 
However, I was not in a position at that time to know whether he had 
or hadn’t taken some position. I do know that he expected something 
to be done about it and was quite disappointed when nothing was done, 
but whether he had given any ultimatum or anything of that kind 
I don’t know. 

Mr. Tosin. Did he ever discuss the matter with you? 

Mr. Pererson. Yes. 

Mr. ‘Tontn. And he expressed to you his opinion that Mr. Tydings 
should be disciplined ? 

Mr. Pererson. Should, and he thought would. 

Mr. Toprn. And he was surprised and disappointed when that did 
not happen ? 

Mr. Prererson. He was. 

Mr. Tostn. Did he ever discuss with you the reasons for his retire- 
ment ? 

Mr. Pererson. No; he did not. 

Mr. Tosrn. Who succeeded Mr. Hearington as district supervisor ? 

Mr. Pererson. Actually no one entered the position as district 
supervisor. Mr. Malsie was transferred to the district from the 
Chicago office as acting district supervisor for a period, I should say, 
of some 5 or 6 months. 

Mr. Tosin. What is the significance of his being acting district 
supervisor ¢ 

Mr. Pererson. I can only give you my opinion on that and the 
opinion of the people in our organization there, and that was that it 
was understood Mr. Tydings was making every effort to get the posi- 
tion and that due to his political connections the Bureau, our office here 
in Washington, was unable to put over a permanent district super- 
visorship for Malsie. Rather instead, they moved him in as acting 
and it remained to be seen whether he would stay there or whether 
someone would replace him. 
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Mr. Tortn. What would you say was the effect on the morale in the 
Atlanta office of the designation of Mr. Malsie as acting district super- 
visor rather than a permanent appointment ? 

Mr. Prrerson. The designation of course alone I think would not 
particularly affect the morale and perhaps in a district under good 
conditions, it might not any time but in this case of course, actually 
assuming the position, each man was more or less regarded as a candi- 
date or contender for the position. Naturally each fellow attempted 
to point up what support he could about the office. A thing of that 
kind of course leads to factions which disrupt the work, lower morale, 
and it makes things unsatisfactory in general. 

Mr. Tosrn. So that during the period that Mr. Malsie was acting 
district supervisor, both he and Mr. Tydings were devoting themselves 
in some part at least to line up what support they could for their 
own respective candidacies ? 

Mr. Pererson. I think so, perhaps not to a marked extent, but cer- 
tainly both men were interested in the position, and I know that vari- 
ous people in the office were conjecturing, gathering, and talking in 
groups from time to time. One fellow was siding one way and one 
another. 

Mr. Tostn. Did either of these gentlemen ask you for your support ? 

Mr. Pererson. No. 

Mr. Tosrn. During this period when Mr. Malsie was acting, there 
was no indication to employees in the office as to which man would 
ultimately get the appointment ? 

Mr. Prrerson. None at all, I am sure. 

Mr. Tontn. So there was considerable uncertainty within the office ? 

Mr. Prererson. Oh, yes, entirely, and perhaps conjecture that neither 
would get it, there might be a tie and they would move them both and 
get another man in. 

Chairman Kran. What influence would the fact that a man having 
your support or the omppert of another employee have upon the deci- 
sion from Washington ? 

Mr. Pererson. I thought of that when he asked me that question ; 
in my opinion, none. 

Chairman Kran. Yet, these people were trying to get support from 
various people in the office itself? 

Mr. Pererson. I believe in the organization there were naturally 
career people who were acquainted with various Members of Congress 
from the district. That is natural and will happen because they live 
there in the State and these men were scattered about over the State. 

Mr. O’Brien. Are these jobs covered by civil service? 

Mr. Prererson. Yes. 

Mr. O’Brien. Then what difference would it make if a Congressman 
was interested in a man? 

Mr. Pererson. Is that an academic question ? 

Mr. O’Brien. Go ahead. 

Mr. Kine. I think that is worthy of a little exploration. I have 
been here 10 years and I have not learned yet if there is a way that has 
ever been used to bring influence upon the Civil Service Department. 
A lot of candidates in the field think men who are in Congress can do 
some good for them, but I have never heard of a method | by which a 
Member of the Congress can do anything but perhaps put a letter in 
the file, which operates sometimes like it does when it goes to the armed 
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services. It is liable to give the ax to your candidate rather than help 
him. 

Mr. Pererson. That is right; they put PI on there. 

Mr. Byrnes. The matter of promotions and assignments within 
the agency is not controlled within the Civil Service Commission, 
is it¢ 

Mr. Pererson. No. 

Mr. Byrnes. So that politics can be exerted in the matter of pro- 
motions or assignments to particular stations? 

Mr. Pererson. In all fairness to the gentleman here, I would like 
to say that it was my impression during a period about this time— 
and I think it was the impression of a good many of our career 
people—that many of the important positions that were filled due to 
vacancies and so on in our organization at that time were filled, at 
least in part, by people who had good political endorsements. 

Chairman Kean. This was the period when Commissioner Nunan 
was head of the Bureau of Internal Revenue? 

Mr. Pererson. That is right. 

Mr. O’Brien. I wonder if those endorsements would be any good 
from now on? 

Mr. Pererson. I hope not. 

Mr. Kina. I think we who have been in the majority a long time here 
know how teams can form immediately in a department when va- 
cancies occur. 

Mr. Pererson. That’s right. 

Mr. Kina. At the moment there is a death or vacancy in a postmas- 
tership, very often the staff of the office will immediately aline them- 
selves in teams, and an outsider would not know what effect that could 
have on the ultimate appointment, but there is always that sort of 
person who has connections who can sell a candidate, and being on 
his team could perhaps be helpful. Apple polishing is another way of 
saying it, to gain the good graces of those they think might have the 
inside track. As soon as one demonstrates that he has not got it, the 
allegiance immediately switches to another one that might have it. Is 
that about your experience ? 

Mr. Pererson. That is right. We call it office politics. 

Mr. Sapnax. Normally what is the procedure for getting a pro- 
motion? Is there not an examination of some kind ¢ 

Mr. Pererson. No; there is no procedure set up in the civil service 
as far as I know for examination for promotions within our organi- 
zation. The procedure is simply to select on a basis of merit an em- 
ployee in the next grade who has demonstrated that he would fill the 
position which is vacant in a satisfactory manner. It is usually done 
by the various superior officers in the district, or, in the event of 
district supervisors, it would be done by our men in the Bureau. 

Mr. Sapiak. Are you telling us there would be no opportunity for 
promotion unless the one seeking promotion would take the initiative? 

Mr. Perersen. No; I am not attempting to do that at all. 

However, people who have shown unusual or outstanding ability 
and who are aggresisve in their present positions are usualy the ones 
promoted. 

Chairman Kean, Or else someone who may have some political 
connections, 
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Mr. Pererson. As I told you a moment ago I felt there was a period 
in which that happened with respect to the more or less top jobs, as 
far as we got it. 

I don’t think it happened at all down in the ranks in the ordinary 
set-up. 

Chairman Kean. The ordinary set-up is, is it not, to get into the 
Department a man has to pass a civil-service examination to start 
down at the bottom ? 

Mr. Peterson. That is right. 

Chairman Kran. Then, from then on, as he moves up he either 
moves up through ability or through the fact that the boss for some 
reasons happens to like him, that he has some political influence, or 
something or other? He gets promoted. 

Then when he gets to those high jobs the civil service protects him 
so they cannot get rid of him when he once has been promoted, but 
the promotions within the Department are able to be made entirely, 
you would say, at the whim of the top people in the Department ? 

Mr. Pererson. I hope they are not made on whims. 

Chairman Kean. No. 

Mr. Prererson. I know we have always, the career men, tried to 
fill those jobs with capable people. After all, we have a lot of work. 
If you have people who are not capable in those jobs that much more 
work comes right back on whoever is heading it up. 

Chairman Kean. Then if there are incapable people in those posi- 
tions that have been raised up, unless they are very incapable it is 
pretty hard to get rid of them, is it not? 

Mr. Pererson. That is right. 

Chairman Kran. They are protected by the civil-service regula- 
tions. 

Mr. Pererson. We do have a procedure of what we call more or 
less a performance rating or efficiency rating whereby an employee 
who is not performing satisfactorily in his position will be notified 
that he is not and will be demoted or even in some instances, if com- 
pletely unsatisfactory, will be discharged from the service. 

I have used that and have demoted men because they would not 
or could not do the work that they had gotten into. 

Chairman Kray. Is it possible without tremendous difficulty to 
discharge them if you want to discharge them ? 

Mr. Pererson. Yes; yes, sir, we have discharged them. We give 
them an unsatisfactory efficiency rating and show that we have no posi- 
tion that they can fill on their ability. 

Chairman Kran. If they are veterans can you get rid of them? 

Mr. Perrrson. No, I don’t believe that there is a provision, as I 
remember, for getting rid of a veteran. That isa technical thing. I 
am not positive about that, sir. 

Mr. Byrnes. In this particular case here, you have Mr. Tydings. 
Who gave him his efficiency rating or his fitness report? Who pre- 
pared that? 

Mr. Pererson. Mr. Malsie. 

Mr. Byrnes. Before that he was working under Mr. Hearington 
at one time? 

Mr. Pererson. That’s right. 

Mr. Byrnes. And they got into trouble? 

Mr. Pererson. That’s right. 
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Mr. Byrnes. Did Mr. Hearington give him an efficiency rating 
during that period? Would he be the man to give him that rating ¢ 

Mr. Prrerson. Yes, sir; he would be the man. What he did about 
that, I don’t know. 

Mr. Byrnes. We can assume that in the record some place there is 
a report by Mr. Hearington ? 

Mr. Pererson. That is true. 

Mr. Byrnes. Also there would be one by Mr. Beman. He worked 
under Captain Beman, did he not? 

Mr. Pererson. That’s right; there would be. 

Mr. Byrnes. Would he be the man that would make the fitness 
report ¢ 

Mr. Pererson. He would. 

Mr. Byrnes. And then also Mr. Malsie during the time that he was 
acting head would make an efficiency report ¢ 

Mr. Pererson. That is true. 

I do happen to know this as to those things of Malsie. Those are 
made, I believe, at the end of September each year. However, you 
can upon notice of 90 days issue one any time. At the end of Septem- 
ber 1952 or very shortly thereafter Mr. Malsie was on active duty with 
the Coast Guard for quite an extended period, probably about a month, 
and during that period I was acting in his place, and I know that Mr. 
Malsie had refused to sign a satisfactory or any other type of efficiency 
report for Mr. Tydings. 

However, we have a rule there that before you can give an unsatis- 
factory rating you must have given the employee 90 days’ notice that 
you intend to do that, so in looking into this I found that Mr. Tydings 
had not been given 90 days’ notice. 

Mr. Byrnes. In this particular instance? 

Mr. Peterson. In this particular case here, just this one in 1952, 
the only one I am familiar with, so no unsatisfactory rating could 
be given him under that rule since he had not been given a notice 90 
days prior that he would receive an unsatisfactory rating. 

Mr. Byrnes. You said Mr. Malsie refused to sign the report? 

Mr. Peterson. That is what he told me. 

Mr. Byrnes. Who would prepare it in the first instance? 

Mr. Prrerson. Oh, the Secretary, possibly, to Mr. Malsie. 

Mr. Byrnes. The Secretary would determine what kind of rating to 
give to an employee ? 

Mr. Pererson. Oh, no; she would simply put it on there. There 
was nothing on there at all. 

Malsie was put on the paper. 

Mr. Byrnes. It was not a matter of his refusing to sign something. 
It was just his refusal to give him any kind of a rating? 

Mr. Prrerson. That is right. He did sign the rating that was 
placed on the rating sheet. 

I know his words to me were that he would not sign. 

Mr. Byrnes. Let us assume here for a moment—I do not know what 
the situation is—that Hearington who, as I understand, was the first 
man that Tydings worked for in this position, sent in a bad efficiency 
report. I would assume that he must have in view of these situations 
that arose during the time he was head of the department, known 
the trouble Tydings had gotten into in the office, and the loans, and 
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so forth, and he could not very well give him a high efliciency report, 
could he? 

Mr. Peterson. I don’t think he could give him a high report. There 
were various subjects graded on that thing. In many respects Mr. 
Tydings had considerable ability. He was an experienced investi- 
gator and normally got along fairly well with the people in the 
office. I got along all right with him at all times. I never had any 
difficulty with him. 

We didn’t have any work in common particularly, but I just stayed 
out of the place. Of course, in some respects in certain things there, 
due to the Fact that he was not able to keep the morale in his division 
up, certainly he should not have had any favorable efficiency report, 
but what he got, I don’t know. 

Mr. Byrnes. If he did make an unfavorable report who would that 
go to! 

Mr. Peterson. It would go into the Bureau in here. 

Mr. Byrnes. To whom? Have you any idea? 

Mr. Pererson. Well, it would come to someone in the Enforcement 
Branch of the Bureau first, whoever was heading up the enforcement 
part of the Bureau. 

Mr. Byrnes. Would he have authority then to take action to remove 
the individual, or would it go up further? Maybe these questions 
should be held in abeyance for the time being and asked of Mr. Avis. 

Mr. Pererson. Yes. Once you get up to the Bureau here, I don’t 
know. I couldn’t answer that. 

Mr. Byrnes. All right. 

Mr. Torsry. Mr. Malsie was acting district supervisor for a period 
of about 5 months? 

Mr. Pererson. That’s true. 

Mr. Tosrn. During that 5-month period you described the efforts 
of both men to line up support for themselves. 

Mr. Pererson. That is true. 

Mr. Tosin. How did they get along with each other during that 
period ? 

Mr. Prrerson. Not good, of course. I believe they were on what 
you might call limited speaking terms, at least, but they did not 
cooperate, I should say, too well. The work went on, of course. 

Mr. Tostn. During this 5-month period did Mr. Tydings make a 
trip to Washington? 

Mr. Prrerson. I heard that he did. 

Mr. Topix. What was the purpose of that trip so far as you know? 

Mr. Pererson. As far as I know it was to secure support for his 
effort to obtain the job as district supervisor. 

Mr. Tostn. In September of 1949, did Mr. Malsie and Mr. Tydings 
both go to Washington at the direction of the Bureau? 

Mr. Pererson. That’s my recollection; about that time. 

Mr. Tosrn. And subsequent to that trip was Mr. Malsie made 
permanent district supervisor ? 

Mr. Pererson. Yes; that is true. : 

Mr. Tosrn. And Mr. Tydings was retained as assistant district 
supervisor ¢ 

Mr. Pererson. That is true. 
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Mr. Tostn. This appointment of Mr. Malsie as acting supervisor 
occurred a few months after the report on Mr. Tydings’ involvement 
in this Garner loan had taken place? 

Mr. Pererson. That is true. 

Mr. Torry. Shortly after that the investigation had been concluded 
with no disciplinary action directed toward Mr. Tydings and he then 
became a candidate for a better position ; did he not ? 

Mr. Prererson. That is true. 

Mr. Tostn. The grade of district supervisor at that time was what 
in Atlanta? 

Mr. Prererson. At the time the 2 men were attempting to secure the 
position it was grade 13. 

Mr. Torry. And the grade of the assistant district supervisor, en- 
forcement, was what grade? 

Mr. Pererson. Grade 12. 

Mr. Tosrn. In other words, Atlanta was a so-called grade B district ? 

Mr. Pererson. That is true. 

Mr. Tostn. Grade A districts carried higher grades for the district 
“oe and his assistants? 

{r. Pererson. One higher grade each. 

Mr. Tostn. After Mr. Malsie became district supervisor was there 
a change in the classification ? 

Mr. Prrerson. Mr. Malsie’s job, the district supervisor, went to a 
grade 14, and the job of the assistant district supervisor, enforcement, 
which Mr. Tydings retained, went to grade 13. 

Mr. Tostn. So that by virtue of this change in the classification of 
the office Mr. Tydings received the same grade which he would other- 
wise have reecived if he had become district supervisor ? 

Mr. Peterson. If the district had remained a B district, that is true. 
ae Kean. When was Mr. Malsie appointed permanently for 
the job! 

Mr. Pererson. Sometime I believe in September of 1949. I don’t 
have the exact date on that. 

Mr. Torrn. Did the grade of the assistant district supervisor, per- 
missive, also go up at this time? 

Mr. Peterson. No, it did not. 

Mr. Tostn. The change in classification resulted in promotions for 
Mr. Malsie and Mr. Tydings, but not for you? 

Mr. Pererson. That is right. 

Mr. Torry. Thereafter what was the relationship between Mr. 
Malsie and Mr. Tydings? 

Mr. Pererson. I believe it was fairly good. The story that came 
back was that both men had been told here in the Bureau that neither 
would be moved and that Malsie would be made district supervisor, 
Tydings would remain, and that they must go back there and get along 
with each other, get the district together, and settle down and go along, 
= think that both men made a reasonably conscientious effort to 

o that. 

Mr. Tosrn. What was the reaction in the Atlanta office when the 
news of Mr. Tydings’ promotion was made known? 

Mr. Pererson. Well, of course, by that time the employees there 
had begun to figure that nothing was going to be done regarding any 
disciplinary action with respect to his difficulties in the past. 
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Consequently, while I think they were at least somewhat. surprised, 
I don’t believe there was any unusual surprise in the case. 

I think that some employees felt, of course—I know I did—that 
there definitely had been a mistake made and that the man should, 
even if they weren’t going to do anything at all with him, be moved 
away from there. 

Chairman Kran. The only reason there was not any surprise was 
on account of the previous record of the treatment that Mr. Tydings 
had received ? 

Mr. Prererson. And the fact that nothing had been done over this 
whole period due to his involvements in the past. I was quite sur- 
prised that he was not at least transferred away because I think his 
effectiveness was greatly hampered by being returned there with his 
reputi ition in the district. 

Chairman Kran. Re ‘pute ition in the district ? 

Mr. Pererson. Yes, sir; with our employees, you understand. 

Chairman Kean. Just with your employees ? 

Mr. Pererson, Oh, yes. I don’t think this was generally known 
anywhere at all. It was simply in our own organization. 

Mr. Tostn. How long did this peaceful state of affairs between 
these two men continue? You stated that they made a real effort to 
get along for a while. 

Mr. Pererson. I think it rocked along fairly well until the summer 
of 1951. 

Mr. Torin. What happened then ? 

Mr. Pererson. In July and August and perhaps for a few months 
after that, but particularly in July and August, we were in a very 
involved investigation of a racketeer in Georgia named John Horace 
Bowen. He said, among other things, that he owned a large retail 
liquor store in Atlanta which he was operating under hidden owner- 
ship which we seized. 

He also operated a large gambling layout up near Chattanooga. 
It was in Georgia, but called Lookout Mountain Hotel, I believe. 

Anyway, he was reported to have considerable connections with 
the Rivers political faction in Georgia, which was the minority 
Democratic faction at that time, and I think he had been a heavy 
contributor to them at times. 

We had a lot of trouble with him in the black market and had con- 
victed him back during the black-market days of the war. 

Chairman Kean. Could you spell the name of the racketeer ? 

Mr. Pererson. Bowen—B-o-w-e-n—John Horace Bowen. I am 
going into this background in order to show the man had considerable 
influence and connections. 

During the course of the investigation one of the special investi- 
gators named Roy Shields 

Chairman Kran. How do you spell that? 

Mr. Pererson. Shields—S-h-i-e-]-d-s—came in with information 
that he had learned from an informer that he thought was completely 
reliable, and had been in the past, that Mr. T ydings was tipping off 
the Bowen people as to what we were doing in our “investigation and 
work that we were engaged in with respect to his operations at the 
time. 

Now, I believe that that was the beginning of the difficulty between 
Mr. Malsie and Mr. Tydings. 
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Mr. Tosin. Was there any indication on your part that the Bowen 
people were receiving some kind of advance information as to your 
inoves ¢ 

Mr. Prererson. In several cases they seemed to be a little ahead of 
us. They had anticipated what we were doing a little more than we 
expected they would, that is, we weren’t able to find witnesses that 
we should have found that they didn’t know we wanted to contact as 
far as we knew. 

Of course, they were smart and they had good attorneys. 

Anyway, as soon as this happened Mr. Malsie, of course, didn’t dis- 
‘uss or permit Mr. Tydings to have anything further to do with this 
particular case. 

Mr. Tosin. Normally, Mr. Tydings would be in charge of this case, 
would he not, as the enforcement assistant ¢ 

Mr. Pererson. In charge in a general way only. It would be as- 
signed to certain inspectors and special investigators who would, as 
we would call it, be in charge of the case. Their reports would clear 
into him. 

Mr. Tosin. They were his subordinates? 

Mr. Perrerson. Part of them, and part of them were mine. 

Mr. Tosin. Go ahead. 

Mr. Prererson. I am just trying to get the beginning of the division 
between these men again. I think that is what started it, was that one 
thing there. 

Mr. Tosrn. Mr. Malsie, in other words, took the case away from Mr. 
Tydings? 

Mr. Pererson. More or less bypassed him, that is true. 

Mr. Tosin. In any event, permitted him no further activity with 
the case ? 

Mr. Pererson. That’s right. 

Mr. Tosrn. He directed the investigator working on the case not to 
report to Mr. Tydings, but, instead, to report directly to him? 

Mr. Pererson. He did. 

Mr. Tostn. So he was shutting off Mr. Tydings’ access to official 
information which normally would have come to him ? 

Mr. Pererson. That’s right. 

Chairman Kean. You stated that you felt somebody had informa- 
tion ahead of time before the information was taken away from Mr. 
Tydings. Was there a change ? 

Mr. Pererson. I would hesitate to say that there was or was not, 
because by that time we were pretty well along in what we were doing, 
and I don’t believe that it would have been possible to say that we 
noticed any particular difference in there one way or the other, because 
we were pretty well finished by that time. 

Mr. Kine. Was it ever proven that Mr, Tydings had acted in this 
fashion ¢ 

Mr. Persrson. I feel it was not at all. 

Mr. Kina. It was just rumor? 

Mr. Pererson. It was just a report from an informer to one of our 
officers. I have absolute confidence in the officer, Mr. Shields. Of 
course, the other angle is the informer. 

Mr. Kina. Was any report made to the Bureau that this informa- 
tion had come in so that it might be investigated to see whether or not 
there was any truth to the story? 
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Mr. Pererson. I don’t know whether there was or not. 

Mr. Torry, Do you know whether Mr. Malsie told the Bureau, for 
example? 

Mr. Pererson. I don’t know whether he did or not. 

Mr. Torry. In any event, the Bowen case precipitated a new con- 
flict between Mr. Malsie and Mr. Tydings. 

Mr. Pererson. That is true. 

Mr. Tonin. Thereafter relations worsened between the two until the 
Harney group came into Atlanta? 

Mr. Pererson. I think so. Malsie had no particular confidence in 
Mr. Tydings and was not too anxious to maybe let him in on any par- 
ticularly involved case, or something that he would be afraid might 
break loose and get away, but no very pronounced rupture between 
the men during that period. 

Mr. Torry. Nothing like, for example, the situation in 1949? 

Mr. Prererson. And the one that occurred later in 1952. 

Mr. Tosrn. Before leaving the Bowen case, your office ultimately 
completed that case and sent it forward, did they not? 

Mr. Pererson. Yes, sir; we did. 

Mr. Torry. Turning now to the Harney group investigation of the 
Atlanta oflice, was it your impression that this investigation was di- 
rected mainly toward Mr. Malsie rather than Mr. Tydings? 

Mr. Prererson. It was. 

Mr. Tostn. What was the occasion for further difficulty between 
Mr. Malsie and Mr. Tydings in respect to the Harney investigation ? 

Mr. Pererson. Mr. Malsie learned—and I feel sure that his infor- 
mation was absolutely correct—that Mr. Tydings was in some in- 
stances making inquiries himself and in others attempting to persuade 
employees to find something, anything they could, that might adverse- 
ly affect Mr. Malsie in the investigation. 

Mr. Torry. He was going around to Mr. Malsie’s employees and 
inciting them to come in and give the Harney people adverse testi- 
mony about him ? 

Mr. Pererson. Not in a general way, but just asking a fellow if he 
didn’t remember something or other that Malsie had done that those 
boys might be interested in. 

Of course, I don’t know how many he contacted. I know some came 
in and told Mr. Malsie—some told me—that they had been approached 
and that they didn’t have anything; they didn’t know anything. It 
was more or less a fishing expedition on the part of Mr. Tydings. 

I don’t know how much he knew, of course, that may have been in 
any way damaging, but he was making the effort. Of course, that 
caused Mr. Malsie to become disturbed and upset. 

Mr. Tosrtn. Was it generally known in the office that Mr. Tydings 
was carrying on this sort of activity ? 

Mr. Pererson. I do not believe so. 

Mr. Tosrn. Mr. Tydings was not connected with the Harney group 
in any way himself, was he? 

Mr. Peterson. No; he was not. 

Mr. Tony. After this state of affairs became known to Mr. Malsie, 
what did he do as far as Mr. Tydings was concerned ¢ 

Mr. Pererson. I think he began definitely to bypass him with prac- 
tically all the work. Their relations just practically ceased to exist 
as far as discussing or working together at all. 
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Mr. Tosin. Did it become Mr. Malsie’s practice, for example, to 
transmit all his instructions in enforcement matters to Mr. Tydings’ 
assistant, Mr. Wilmeth ? 

Mr. Pererson. That is my understanding. Of course, you under- 
stand that isin the Enforcement Division. I was not in that Division. 
Things could have occurred there that I wouldn’t have known about, 
but these are impressions that I got from being on the sideline, more or 
less. 

Mr. Tosrn. What effect would that sort of thing have on the opera- 
tions of the office? 

Mr. Pererson. Well, it has a disturbing effect ; it doesn’t help morale 


any. 

Mr. Toprn. What was the expectation among employees in the office 
as to the outcome of this investigation? Did they think that Mr. Mal- 
sie was going to be dismissed, for example ? 

Mr. Pererson. Oh, no; nobody that I talked to. 

Mr. Toprn. Was there any general feeling in the office that Mr. 
Malsie was a proper subject for investigation by the Harney group ‘ 

Mr. Pererson. No more than the fact that we would all be investi- 
gated ; our office was being investigated—or that was our understand- 
ing—that all alcohol and tobacco tax offices would be investigated, 
the i issuing of permits and everything that we did. 

Mr. Tosrn. Throughout the country ¢ 

Mr. Pererson. Surely. 

Mr. Tosrtn. In this office it seemed to be primarily the investigation 
of Mr. Malsie. 

Mr. Pererson. It was, to my somewhat surprise, as my understand- 
ing of the way things were supposed to be handled. 

Mr. Torry. In connection with the investigation some years earlier 
of the Garner loan incident, did you ever learn that about the time this 
investigation was being made in Atlanta by the Intelligence Unit the 
Bureau in Washington was receiving letters alleging ir rregul: arities in 
the Atlanta office, particularly so with respect to Mr. Hearington, 
who was then the district supervisor ¢ 

Mr. Pererson. I never knew about any particularly heavy flurry 
of letters coming in here. I think anonymous letters seemed to be 
trickling in, as far as I knew, from time to time. Once in a while 
you hear somebody say that anonymous letters had been sent in, but 
I don’t know about any special time or anything like that. 

Mr. Toxstn. After the Harney investigation in Atlanta had been 
completed, Mr. Tydings and Mr. Malsie in effect did not speak or work 
together until Mr. Malsie was transferred; is that right? 

Mr. Pererson. That is my understanding and from what Isaw. I 
never knew them to speak to each other at all 

Mr. Toptn. Mr. Malsie went on military leave and served in the 
Coast Guard in the fall of last year and thereafter was transferred 
to Philadelphia? 

Mr. Pererson. That is true. 

Mr. Toprn. And Mr. Tydings has since been transferred to 
Washington ? 

Mr. Pererson. I believe that is true. He left Atlanta about the 
Ist of December. I was still there, and it was our understanding that 
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he was going on leave but, that he would be transferred to the Bureau. 
I don’t know anything about the details on that. 

Chairman Kean. Mr. Malsie left on what date, approximately ? 

Mr. Prererson. I would say approximately the Ist of October in 
1952; perhaps a little later than that. 

Chairman Kean. And then Mr. Tydings stayed on. Was he 
charge ¢ 

Mr. Pererson. No, sir; he was not in charge. That district was 
reorganized November 20, and from the time Mr. Malsie left until 
about the time of the reorganization I was acting in the position, and 
then the present incumbent in the position was transferred there—that 
is, a Mr. Howell, Louis E., from our New Orleans office—and. he 
assumed the position. 

Chairman Kran. Normally would not Mr. Tydings have stepped 
in there to run the office when Mr. Malsie went on leave? 

Mr. Pererson. No; either one of us. In mast offices they alternate 
that, one one time and one another time. 

Mr. Byrnes. During the time that Mr. Tydings was being by- 
passed and not assigned work, what did he do? 

Mr. Pererson. He came there every day and stayed there. What 
he did, I don’t know. I presume they got a certain amount of work 
of odds and ends over there that he did, reports of the men as to maybe 
their daily activities, and I think that quite a bit of the work did flow 
through there, but I think that the more important and involved 
cases, things that involved policy and so on, were not discussed. with 
him. 

However, I feel sure a considerable amount of routine work went 
through his office. He was there. He never st: iyed out of the office. 

Mr. Byrnes. I was wondering whether he performed any service 
for the Government during this time that he was drawing his salary. 

Mr. Prrerson. Yes; I think he definitely did. Whether it was 
the type of service exactly that his job called for might be subject to 
debate. 

Mr. Byrnes. It would not be serious debate, would it? 

Mr. Pererson. Well, I don’t know about that. That would be a 
matter of opinion. 

Mr. Byrnes. How long did this go on? How long was it that he 
was bypassed ¢ 

Mr. Pererson. Oh, as far as being almost entirely bypassed, prob- 
ably about four or five months, from, say, about June 1952 until Malsie 
left, possibly in May, somewhere around there. 

Mr. Byrnes. Do you know whether any efficiency ratings were made 
of him during that period ¢ 

Mr. Prrerson. That is the one I told you about that Malsie would 
not give. 

Mr. Byrnes. He would not give one way or the other? 

Mr. Prererson. That’s right. You see, not having notified him, as 
I explained to you, in that 90-day period there was no way of giving 
him an unsatisfactory rating and he would not give. him any other 
kind. 

Mr. Byrnes. Did they ever take the first step of giving him a 
notice ¢ 

Mr. Pererson. I don’t know whether it was done or not. 
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Mr. Tosrn. Who was the investigator. in charge in the State of 
Georgia during this period when Mr. Tydings was the Assistant Su- 
pervisor, Enforcement ? mn | 

Mr. Pererson. Mr. W. Knox Johnston was in that position during 
the entire time; still is as far as I know. 

Mr. Torin. The field structure of the old Alcohol Tax Unit, as far 
as that office was concerned, was that there was an investigator in 
charge for each State in your district? 

Mr. Pererson. That’s true. 

Mr. Tonrn. And the investigators in charge reported to the Assist« 
ant Supervisor, Enforcement, Mr. Tydings? 

Mr. Pererson. That is true. 

Mr. Tostn. Mr. Johnston would be the only investigator in charge 
in the district who was stationed in Atlanta; is that true? 

Mr. Pererson. That is right. 

Mr. Torntn. How did Mr. Johnston and Mr. Tydings get along? 

Mr. Prererson. Not very well for a long period. As far as I know, 
they had not been very friendly. 

However, after the Garner incident their relations were definitely 
worsened. 

Mr. Tostn. Was Special Investigator McQuown assigned to Mr. 
Johnston’s group ? 

Mr. Pererson. He was. 

Mr. Toxsrn. So that the investigation brought about by Mr. Mc- 
Quown’s getting this information on the loan would not have made 
Tydings care for Mr. Johnston particularly ? 

Mr. Pererson. That and the attending circumstances; yes. 

Mr. Tosin. Do you know Mr. McQuown, by the way ? 

Mr. Permrson. I do. 

Mr. Tosrn. What is your opinion of him as a special investigator ? 

Mr. Pererson. I have the highest opinion of Mr. McQuown. We 
lived in the same suburb in Decatur. I taught in one Sunday school 
and he taught in another one. I have attended his classes, and I know 
how the people in his church regarded him. I know how the men 
regarded him in our organization, and Mr. McQuown is just tops as 
far as I am concerned. 

Mr. Tostn. He would not be characterized as a gossip-monger or an 
irresponsible bearer of tales about a superior ? 

Mr. Pererson. He was not. 

Mr. Topstn. You said that the relationship between Mr. Johnston 
and Mr. Tydings was not good and centered primarily on Mr. Tyd- 
ings’ irritation over this loan incident. 

Mr. Pererson. I think that aggravated it. As TI recall, there was 
an old rupture between these men due to Tydings’ having borrowed 
small amounts of money, friendly loans, a few dollars at a time, from 
Johnston, and it eventually accumulated and Tydings wouldn’t pay 
it back, or, at least, wouldn’t at the time. and there had been some 
cross words between the men back there.. Whatever happened to that 
little loan matter, I don’t know. It was just one of those things that 
springs up and two fellows fall out over something. 

The same thing I think had occurred with respect to a former aid 
that we had there to Mr. Tydings. 
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Mr. Tosrn. As to the position of aid, the Assistant Supervisor, En- 
forcement, has an assistant known as the aid who is in charge of his 
group of special investigators ? 

Mr. Pererson. Of special investigators; that is right, for the en- 
tire district. 

Mr. Torry. And during the early part of Mr. Tydings’ tenure the 
aid was Mr. Samuel O. McPherson ? 

Mr. Pererson. That is right. 

Mr. Torry. Mr. McPherson is a long-time career employee of the 
Bureau ? 

Mr. Pererson. He is. 

Mr. Tozin. How did Mr. McPherson and Mr. Tydings get along? 

Mr. Pererson. I presume fairly well, to begin with. Eventually 
they didn’t get along very well at all. I know Mr. McPherson had 
told me on several occasions that he was being completely bypassed 
as to the work and eventually I believe he asked to be relieved of that 
job and put out in the field in order to get away. 

Mr. Torry. In terms of bypassing, Mr. Tydings was apparently 
doing to him what Mr. Malsie was doing to Tydings ? 

Mr. Peterson. Not at the same time. 

Mr. Torry. Not at the same time, but the same routine. 

Do you know whether Mr. McPherson requested a demotion and 
transfer from his position as Mr. Tydings’ assistant / 

Mr. Perrrson. I don’t know whether he requested a demotion or 
not. I am sure he requested a transfer out of that position. 

Mr. Torry. Did he ever discuss that matter with you? 

Mr. Pererson. Yes, he told me he was going to ask to be moved 
out of the office. He wanted to get away from that situation, get out 
in the field where he would not be in contact with Tydings. 

Mr. Torry. To what did he ascribe his difficulties with Mr. T ydings? 

Mr. Prrerson. I believe the beginning was another one of these 
friendly loan things, that Mr. Tydings had borrowed a few dollars 
at a time from Mr. McPherson until it had accumulated and when Mr. 
McPherson had said something to him about repaying him there had 
been some difficulty. 

Mr. Tosrn. Then they also had some difficulty over the course of 
their work which resulted in Mr. McPherson’s being bypassed ; is that 
right? 

Mr. Pererson. Well, perhaps after the original rupture between 
the men, the fact that it didn’t seem to get any better; yes. 

Mr. Tosrn. And ultimately Mr. McPherson requested a transfer 
and he was transferred ? 

Mr. Pererson. That is right. 

Mr. Torrn. Who succeeded Mr. McPherson ? 

Mr. Pererson. Mr. Wilmeth. 

Mr. Torry. How did Mr. Wilmeth as Mr. Tydings’ aid get along 
with Mr. Tydings? 

Mr. PETERSON. I believe Mr. Wilmeth got along reasonably well 
with Mr. Tydings. He made a most determined effort to and he was 
in a very difficult position because Mr. Malsie usually communicated 
whatever he had relating to the Enforcement Division, at least during 
part of this time, to Mr. Wilmeth, who in turn had to go and tell his 
superior, Mr. Tydings, what was to be done. 
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1 think that Mr. Wilmeth got along reasonably well with Mr. 
Tydings. I know he tried. He was in a diflicult spot. I believe he 
did. 

Mr. Tostn. Mr. Wilmeth was right in the middle during the par- 
ticular period ? 

Mr. Pererson. He certainly was. 

Mr. Tosrn. When did he become the aid, do you know? 

Mr. Pererson. I would guess in the latter part of 1950, but I am 
not sure about that. That is close. 

Mr. Tonrn. Had he been in the office in 1949 when this first difficulty 
between Mr. Tydings and Mr. Malsie arose? 

Mr. Pererson. He was not. He was in Tampa, Fla., at that time, 
stationed there. 

Mr. Tosrn. Was that part of the district? 

Mr. Pererson. Yes, sir; it was. 

Mr. Tostn. Was this general state of affairs known throughout the 
district, or confined to the Atlanta office ¢ 

Mr. Perrerson. The feud between Mr. Tydings and Mr. Malsie, I 
think, was generally known to practically all employees throughout 
the district. 

Mr. Tosin. Summarizing Mr, Tydings’ official relations with his 
coworkers in the Atlanta district, he served as assistant district super- 
visor, enforcement, in the Atlanta office, under Captain Beman, Mr. 
Hearington, and Mr. Malsie. 

Mr. Pererson. That’s true. 

Mr. Tostn. And he had difficulties of one sort or another with all 
three ¢ ’ 

Mr. Pererson. He did. 

Mr. Tostn. He had two aids during the period, Mr. McPherson and 
Mr. Wilmeth, and he had difficulties with Mr. McPherson ¢ 

Mr. Pererson. He did. 

Mr. Tosrn. And with the investigator in charge for the State of 
Georgia stationed in the office, there being only one throughout this 
period; he also had difficulties with him ? 

Mr. Pererson. That is true. 

Mr. Tozsrn. What would you say of Mr. Tydings’ fitness for the 
post of assistant district supervisor in the toughest enforcement dis- 
trict in the country? 

Mr. Pererson. I wouldn’t say that he is the type of man that 
ought to be assistant district supervisor in any district, tough or not 
tough, but I think in this one he was particularly at a disadvantage 
because of the very involved and large operation that they had there. 

Mr. Tosrn. That is all I have, Mr. Chairman. 

Chairman Kran. Mr. Peterson, you mentioned the fact that you 
thought that Mr. Tydings was benefiting from the political influence. 
From where did the political influence come, did you believe? 

Mr. Pererson. As far as I was able to know, and from rumors 
and discussions that were in the district, primarily from a relative. 
The exact relation I don’t know. It was either an uncle or cousin, 
I believe, who was at that time a Senator from Maryland. 

mr. Boecs. Let me understand that answer. Would you repeat 
that f 
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Mr. Pererson. I say it was our understanding—I mean in the office 
in general—that the political influence that he had was from a rela- 
tive who was the Senator from Maryland during a considerable 
part of this period. 

Mr. Boces. How close a relative ? 

Mr. Pererson. I am not sure whether it was an uncle or a cousin. 
I have heard both referred to there. 

Mr. SapiaK. Do they have the same surname ? 

Mr. Pererson. They do. 

Mr. Torry. I believe they are first cousins. 

Chairman Kean. Are there any other questions ¢ 

Mr. Byrnes. You are going to call other witnesses on this same 
case ¢ 

Mr. Torin. We thought we would have Mr. Tydings tomorrow. 

Mr. Boaas. You will have no more witnesses today? 

Mr. Topix. No more witnesses today. 

Chairman Kran. Thank you, Mr. Peterson, for your testimony. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning in this same room. 

(Thereupon, at 11:40 a. m., the hearing was recessed, to recon- 
vene at 10 a.m. Thursday, February 26, 1953.) 
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THURSDAY, FEBRUARY 26, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
REVENUE LAWS OF THE COMMITTEE ON WAYS AND MEANS, 


Washington, D.C. 


The subcommittee met at 10 a. m., pursuant to recess, in room 429, 
Old House Office Building, Hon. Robert W. Kean (chairman of the 
subcommittee) presiding. 

Present: Representatives Kean, Martin, Byrnes, Sadlak, King, 
O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel, and Arthur J. Schissel, attorney. 

Chairman Kean. The committee will come to order. 

Mr. Donald Tydings. 

Mr. Tydings, will you raise your right hand ¢ 

Do you solemnly swear the testimony you are about to give will be 


the truth, the whole truth, and nothing but the truth, so help you God ¢ 
Mr. Typrnes. I do. 


TESTIMONY OF DONALD S. TYDINGS, SOUTHPORT, N. C. 


Chairman Kean. Will you give your name? 

Mr. Typinas. Donald S. Tydings. 

Chairman Kran. And your home address? 

Mr. Typrnes. Southport, N.C. 

Mr. Tonrn. Mr. Tydings, yesterday the subcommittee began a series 
of hearings, an inquiry into the operations of the Atlanta office of the 
Alcohol and Tobacco Tax Division of the Bureau. 

We received testimony yesterday that during the past year the op- 
erations of that office had been considerably hi ampered because of fric- 
tion between yourself and the then district supervisor, Mr. Malsie. 

We should like to hear from you today with respect to conditions in 
Atlanta in the past year and your version of those matters. 

Mr. Typrnes. May I go back further than the past year? 

Mr. Torry. Certainly. 

Mr. Typrnes. I was sent there by Mr. Avis as assistant supervisor, 
enforcement, in May of 1944, to succeed two assistants who had been 
let out because they were drunkards. 

The condition of the district was very bad. I was there longer 
than my three predecessors combined. I was there under four dis- 
trict supervisors and I showed increased production every year except 
the last one. 
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Mr. Tostn. Before going into the matters of Atlanta in detail, I 
wonder if we could trace very briefly your own career. 

You were for several years assistant supervisor, enforcement, at 
Atlanta ¢ 

Mr. Typinos. Nine and a half years. 

Mr. Tosry. And you are presently detailed as an examiner in 
Washington ? 

Mr. TYDINGS. Yes, sir. 

Mr. Tosrn. I take it from the remark you just made that during the 
past year your enforcement production dropped off for the first ‘time 
since you were there ¢ 

Mr. Typ1nos. For the first time since I was there. 

Mr. Torin. Would you ascribe that falling off to your difficulties 
with Mr. Malsie and the effect that had on the office? 

Mr. Typincs. No. A lot of it was due to the shortage of appropria- 
tions. We didn’t have the available money for gasoline und oil to 
go all out 100 percent on law enforcement. 

Mr. Tostn. Would you feel that any part of this falling off of pro- 
duction was due to any friction between you and Mr. M: alsie? 

Mr. Typrnos. No. 

Mr. Tostn. Would it be accurate to say that there was discord 
between you and Mr. Malsie? 

Mr. Typtnoas. There were differences of personalities that entered 
into it, but not of such a nature that it had any influence on the 
production because the men in the field kept on working just the same. 

Mr. Tosrn. During the past year did Mr. Malsie bypass you in 
your capacity as assistant supervisor ? 

Mr. Typrnes. Yes. 

Mr. Tostn. What was the nature of your duties during this period, 
as a practical matter? 

Mr. Typines. Just those that he did not want to handle of enforce- 
ment work. 

Mr. Torstn. Did you and he speak to each other during this time? 

Mr. Typinoas. Yes; oh, yes. 

Mr. Topix. We received testimony yesterday that it was a practice 
for some period at least last year for Mr. Malsie to transmit his 
directions not to you directly, but to your aid, Mr. Wilmeth. 

Mr. Typinos. That has happened; yes, sir. 

Mr. Tosrn. Was that his practice during part of last year? 

Mr. Typ1nos. Not general practice. Sometimes a letter came in that 
he wanted certain action taken on, and he would send it to me with 
instructions of what he wanted, or he would send it to Wilmeth. 

Mr. Torrn. But he did not deal with you personally? 

Mr. Typr1noas. Not all the time; no. 

Chairman Kean. Will you try to speak a little louder? 

Mr. Typrnos. I have a very, very heavy chest cold. I just got out 
of bed to come up here. My ears are plugged and my head and ears 
are very bad. 

Chairman Kran. Try to speak a little louder, if yon can. 

Mr. Typrnes. I will try; yes, sir. 

Mr. Tontn. Do you feel, then, that the testimony which we received 
of friction between yourself and Mr. Malsie is perhaps somewhat 
exaggerated ¢ 
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Mr. Typrnes. I wouldn’t say friction. There were differences of 
opinions and a clash of personalities, but for the first year and a half 
that he was there I never had better working conditions in my life 
since I have been in the Alcohol Tax Unit for 20 years. 

Mr. Tosrn. When Mr. Malsie first came to Atlanta in 1949 as acting 
district supervisor, you and he got along well at that time? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. There was no friction between you ? 

Mr. Typrnes. Not at all. 

Mr. Tosrn. When did you first experience difficulties with Mr. 
Malsie? 

Mr. Typrnes. About the spring of 1950. 

Mr. Tosrn. That would be about a year after he had come to Atlanta ? 

Mr. Typrnes. Yes, sir. 

Mr. Torin. What was the nature of that difficulty? 

Mr. Typrnes. Well, up until that time we had been very close. He 
would come over to my house for dinner and was so well known around 
the house that he called my mother-in-law “Grandmother,” and my 
wife and I would go over to his apartment and see him and he would 
come to my office in the morning and say, “Don, let’s go down and get 
a cup of coffee.” 

All of a sudden that stopped and I never have been able to find out 
vet just what was wrong. He was a man very conscious of his pre- 
rogatives as a district supervisor and I took particular care not to 
encroach upon any of his prerogatives because I saw he was sensitive 
on that angle and I would go out of my way to prevent any idea that 
I was trying to take any of his prerogatives from him. 

If a newsman would call up about some raid, I would refer them to 
him because he wanted to have his name in the paper. He was the 
superior, which was all right with me. I had plenty to do, because 
we seized about 56 percent of all the stills in the United States in that 
one district. 

Mr. Tosrn. I think we have had testimony, Mr. Tydings, that this 
was the most important enforcement district in the entire division. 

Mr. Typtnes. Yes; and I had been there longer than my three 
predecessors combined and I showed a better production each year. 
I was sent down there to stop the drinking and put the men to work. 
Naturally I made enemies. 

I didn’t go down there for a popularity contest. 

About a year and a half after I got there I was instructed to reduce 
the number of special investigators so that there would be a ratio of 
5 to 1, 5 investigators to 1 special investigator. 

Well, I selected seven special investigators and all of our mail 
coming to the Bureau has to be signed by the supervisor. I dictated 
the letter, selected these men, the district supervisor signed it, which 
is tantamount to his approval of my selection, and it came to the 
Bureau and they apparently approved it because they reduced all of 
the men right away, and I had several more on my back trying to cut 
my throat. 

Mr. Tostn. That is the sort of thing to which you ascribe some of 
this friction ? 

Mr. T'yprnos. Yes. 
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Mr. Tontn. During the year 1952, Mr. Tydings, the Harney group 
came to Atlanta to make an investigation of the office there, did they 
not ¢ 

Mr. Typincs. That is right. 

Mr. Tornrn. Was that investigation, so far as you know, aimed pri- 
marily at Mr. Malsie and his conduct in office ¢ 

Mr. Typincs. No; it was aimed at the general operations of the 
Atlanta office. That was my understanding. 

Mr. ‘Towrn. Did you appear as a witness before the Harney group ! 

Mr. Typrnes. I was questioned out there and then down at the 
office of the agent in charge of the Intelligence Unit, which was one 
of their men conducting the investigation. 

Mr. Topix. Did you ever ask any of the employees in the Atlanta 
oftice to go to the Harney group with whatever derogatory information 
they might have concerning Mr. Malsie? 

Mr. Typinos. I never sent anyone down there and, to my knowledge, 
no one ever went down there except when summoned. 

Mr. Toxin. Did you ever suggest to any employee of the Atlanta 
office that they ought to seek out things derogatory about Mr. Malsie 
and report them to the Harney group ¢ 

Mr. Typ1nas. I did not. 

Mr. Torry. You did not? 

Mr. Typinos. No. 

May I add this? 

Mr. Tosrn. Surely. 

Mr. Typinas. I don’t have a bit of malice in the world toward 
Malsie. When I saw we couldn’t get along together and he was 
supervisor, I made it known then I was going to retire as soon as I 
was eligible, because when I can’t go all-out on something, I don’t 
want to goat all. 

Mr. Tosrn. Did your own difficulties with Mr. Malsie increase as 
a result of the Harney group having come to Atlanta? 

Mr. Typinos. Yes, I think that breach became wider all the time. 

Mr. Tostn. Why would you say that happened ? 

Mr. Typings. I don’t know. 

Mr. Torsrn. Did Mr. Malsie accuse you, for example, of having 
gone to Jacksonville, Fla., to obtain derogatory information against 
him ? 

Mr. Typrnos. He never did in his life. 

Mr. Tosin. Did you, in fact, go to Jacksonville for that purpose? 

Mr. Typinos. I did not. 

Mr. Tosrn. You did not? 

Mr. Typinas. No. 

Mr. Tosin. Did you send any other person to Jacksonville, Fla., 
for that purpose ? 

Mr. Typrnos. I did not. 

Mr. Tostn. In any event, did Mr. Malsie apparently have the im- 
pression that you were giving derogatory information about him to 
the Harney group? 

Mr. Typrnes. I have nothing to base it on, but when the Harney 
group investigation was on, as it grew on, that breach, as I say, be- 
came wider and wider, and I don’t know what was in his mind. 

Mr. Tostn. Did Mr. Malsie ask you to give him a copy of your 
statement to the Harney group? 
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Mr. Typrinas. He did not. 

Mr. Tostn. And you did not furnish him one? 

Mr. Typrnos. I did not furnish him one. 

Mr. Tozin. Did you have the impression that he wanted you to do 
that 

Mr. Typines. No. I think a number of them did give him a copy. 
I didn’t even take a copy for myself. 

Mr. 'Tortn. In any event, after the Harney investigation had been 
completed in Atlanta, your difficulties with Mr. Malsie increased and 
it was on that occasion that you decided to put in your request for 
retirement ¢ 

Mr. Typinas. No; it was the year before that. 

Mr. Tosrn. The year before that ¢ 

Mr. Tyvines. The year before that. 

Mr. Torin. At that time you had already decided-—— 

Mr. Typincs. It was in the spring of 1950 when I made it known 
I was going to retire as soon as I was eligible. 

Mr. Tostn. This was at a time when your difficulties with Mr. 
Malsie increased ¢ 

Mr. Typines. When I saw we couldn’t get along together. I didn’t 
ask for a transfer, didn’t make any report to Washington that we were 
not getting along. He was the supervisor, and I was his assistant and 
I made it known then I was going to retire as soon as I was eligible. 

Mr. Tostn. Turning to the time when Mr. Malsie came to Atl: anta, 
Mr. Tydings, the district supervisor at Atlanta prior to Mr. Malsie 
was Mr. Hearington ? 

Mr, Typincs. Mr. Hear ington; yes. 

Mr. Torry. And when did he re tire! 

Mr. Typines. He retired about January or February 1949. 

Mr. Torin. Did you seek the post of district supervisor at that time ¢ 

Mr. Typinas. I did. 

Mr. Tosrn. Had you ever sought a job or promotion in the Alcohol 
Tax Unit before that? 

Mr. Typrnes. Never had. 

Mr. Tosin. How did you go about seeking to obtain the appoint- 
ment as district supervisor ? 

Mr. Typin@s. I discussed it with the Bureau officials here. 

Mr. Tostn. With whom did you discuss it in the Bureau ¢ 

Mr, Typrnes. I think it was Mr. Avis. 

Mr. Tostn. You discussed it with Mr. Avis? 

Mr. Typrncs. That I would like to be considered for it. That’s the 
extent of my soliciting. 

Mr. Torin. Did you discuss it with anybody else in the Bureau? 

Mr. Typrnes. No. 

Mr. Torin. Did you ask any of your subordinates in the Atlanta 
office to assist you in obtaining this appointment ? 

Mr. Typines. Not a soul. Some of them came to me. I told them 

“No,” that if 1 went down I would go down alone; I wouldn’t take 
them with me. 

Mr. Tostn. You did not want them to risk their own situation ? 

Mr. Typrnes. That’s right. 

Mr. Tostn. Specifically, did you ever ask Investigator in Charge 
West stationed at South Carolina to solicit support for your candidacy 
as district supervisor ¢ 
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Mr. Typings. No. 

Mr. Torrn. You did not? 

Mr. Typinos. No, sir. 

Mr. Tosrn. And you asked no other employees in the office ? 

Mr. Typrnes. No. 

Mr. Tosrn. And, in fact, when they came to you and proffered help, 
you told them not to do it # 

Mr. Typrnoes. Yes. Some of them came to me and wanted to know 
if they could help me any. I said “No,” that if I didn’t get it and got 
transferred away from there they might jeopardize their position. 

Mr. Torry. Did you seek help in obtaining this appointment from 
anybody outside the Bureau # 

Mr. Typrnes. Yes. 

Mr. Tosrx. From whom? 

Mr. Typrnes. My cousin. 

Mr. Torptn. And who is your cousin ? 

Mr. Typrnos. Millard E. Tydings. 

Mr. Tosrn. Millard E. Tydings? 

Mr. Typrnoes. Yes. 

Mr. Tostn. Who wasat that time a United States Senator ? 

Mr. Typrnos. That’s right. 

Mr. Tonrn. You went to him and asked him to do what ? 

Mr. Typrnes. To see that I was given due consideration in view 
of the long service I had put in down there and my production record. 

Mr. Torry. Did you feel it necessary to ask him to see that you got 
due consideration ? 

Mr. Typrnes. No, but that was an extra precaution. I have always 
been treated well by the Bureau. 

Mr. Torry. Did you have any indication that without this support 
from your cousin you would not receive due consideration in view of 
your record ? 

Mr. Typrnos. No. 

Mr. Torry. But you thought in this instance it would be a pre- 
caution ¢ 

Mr. Typrnos. I did. 

Mr. Torin. What did you ask the Senator to do for you? 

Mr. Typrnes. To make sure that I was going to get due considera- 
tion on it. 

Mr. Torry. Did you ask him to recommend your candidacy to the 
Secretary of the Treasury ? 

Mr. Typrnes. No; no, sir. 

Mr. Topix. When did you ask Senator Tydings to assist you ? 

Mr. Typines. About the time Mr. Malsie arrived there as acting 
district supervisor. 

Mr. Tonin. Did you come to Washington to see the Senator for that 
purpose ¢ 

Mr. Typrncs. No, sir. 

ir. Tostn. You did not? 

Mr. Typrnas. No, sir. 

Mr. Tostn. You wrote him a letter, or something of that nature? 

Mr. Typrnos. Yes, sir. 

Mr. Torry. And asked him simply to see that you got due consid- 
eration ? 
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Mr. Typinos. I told him that I had made known that I would like to 
have the position down there and that this other man had shown up 
on the scene and I would like for him to find out just where I oe 

Mr. Tosrn. That was the first time that you had ever asked Senator 
Tydings to help you in your career? 

Mr. Typrnas. Yes, sir. I was in Atlanta 6 months before he knew 
I wasdownthere. I wasin Charleston, W. Va., investigator in charge, 
in 1937, for over a year before he knew I was there. 

Mr. Torrn. And you had never asked him before this time to help 
you? 

' Mr. Tyvrnes. No, not to my knowledge. 

Mr. Tostn. And in this case, as I understand it, he saw that you got 
due consideration; is that right? 

Mr. Typrnes. Yes. I don’t think that you would say that he used 
undue influence on it because I didn’t get it. 

Mr. Tosrn. Prior to this incident with respect to the district super- 
visorship in Atlanta had you ever asked the Senator to obtain a 
transfer for you? 

Mr. Typrnes. No,sir. I only asked for 1 transfer in my life. I was 
working in Baltimore in 1937 and a man was killed, one of our agents 
was killed, in Wilmington, N. C., and they were having trouble getting 
his place filled. I asked to be transferred there because it was my 
wife’s hometown. 

Mr. Tostn. Did you ask the Senator to help you get that transfer? 

Mr. Typrnes. I asked the district supervisor, Mr. R. E. Tuttle, and 
that’s as far as I know it went. 

Mr. Tosrn. Did you ever discuss with the Senator the fact that you 
wanted that transfer ? 

Mr. Typines. No. 

Mr. Tostn. So that if he learned of that he would not have learned 
it from you; is that right? 

Mr. Typtnos. That is right. 

Mr. Tostn. Going back now, to this district supervisorship, you 
have told us that you discussed the matter with Mr. Avis and told cio 
that you would like to be considered. 

Mr. Typinos. Like to be considered for it; yes, sir, 

Mr. Torsrn. Did you send the Bureau any communications on this 
subject ? 

Mr. Typrnes. I don’t think so. 

Mr. Torry. Mr. Malsie came in as acting district supervisor in 
April of 1949; is that right ? 

r. Typr1nos. Right. 

Mr. Tosrn. In March was that? 

Mr. Typ1nes. In March or April, and was made supervisor in 
October 1949. 

Mr. Torin. So that for a period from March until late September 
or early October of 1949, Mr. Malsie was the acting district supervisor? 

Mr. Typrnos. That is right. 

Mr. Tosrn. Throughout this period there was some uncertainty as 
bohow 

Mr. Typtnes. Who was going to get it. 

Mr. Tostn. Did you state to any employees in the office during this 
period of several months that you were going to become the district 
supervisor ¢ 
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Mr. Typrnas. No, sir; because I didn’t know it. We were both final- 
ly called into Washington and we had breakfast together that morning 
here in Washington, went over to the offic e, and Mr. Avis called me in 
first, asked me if I had anything to say. 

Isaid no. I said, “I don’t know what it’s about.” 

I went out then and Mr: Malsie- went in and came out in a short 
time. Then we both went in. 

Mr. Avis said, “We have made a decision on this. Mr. Malsie is 
going to be supervisor and you are going to be assistant supervisor.” 

I said, “Is that final ?” 

He says, “Yes.” 

I turned around and congratulated Mr. Malsie, and from that day 
on until the early part of 1950 two people never worked together finer. 

Mr. Tostn. Prior to this meeting in Washington in the fall of 1949, 
had you come to Washington on any other occasion for the purpose of 
discussing your appointment ? 2 

Mr. Types. I was here in Washington; yes, sir, but I didn’t come 
up here for that purpose. I came up on official business. 

Mr. Torstn. You came up here on official business and the matter of 
this vacancy was discussed ¢ 

Mr. Tyvrines. Yes, sir. 

Mr. Tornrx. Where was such discussion held ¢ 

Mr. Typines. I think it was in the office of the Secretary of the 
Treasury. 

Mr. Torry. Secretary Snyder’s office ? 

Mr. Typrneos. Yes, sir. 

Mr. Torry. Was he present # 

Mr. Typrines. He was present and one of his assistants, a Mr. Bald- 
win, isthere. He was a young man. 

Mr. Tosrn. Would that be Mr. Graham ? 

Mr. Typ1nes. Mr. Graham, Mr. Avis, Mr. Schoeneman, the Senator, 
and I. 

Mr. Tostn. When was this conference? 

Mr. Typrnes. I don’t know the exact date. 

Mr. Torry. Would it have been in the spring, or the fall ? 

Mr. Typrnos. It was, I think, prior to the time that Mr. Malsie 
got there, prior to the time Mr. Malsie was made supervisor, so it 
was in that interim between March and October. 

Mr. Toptn. At this conference there were present the Secretary, Mr. 
Graham, Mr. Malsie, Mr. Avis 

Mr. Typrnas. Yes, sir. 

Mr. Tosrn. Mr. Schoeneman, Senator Tydings, and yourself? 

Mr. Typtnes. Yes, sir. 

Mr. Tostn. What was the subject of the conference? 

Mr. Typrnes. I was to be transferred out of Atlanta to New Or- 
leans, and I never have found out what the reason was for being trans- 
ferred, what I was being transferred for, and I wanted to know 
whether it was for punishment or whether it was for a regular assign- 
ment. 

Mr. Tostn. When did you learn that you might be transferred to 
New Orleans? 

Mr. Typrnes. About a month before that. 

Mr. Torry. Before Mr. Malsie had come to Atlanta? 

Mr. Typrnes. No; while he was there. 
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Mr. Tostn. Shortly after he arrived ? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrn. Yes. 

Chairman Kean. What was the time on that exactly? Was that 
after Mr. Malsie had been sent there in charge? 

Mr. Typrnes. In acting capacity ; yes, sir. 

Chairman Kean. That was a month or so after that? 

Mr. Typrnoas. Yes, sir; 1 would say a month or so after that. 

Chairman Kean. Who arranged this conference ? 

Mr. Typrnes. I was called into Washington by our headquarters 
office. 

Chairman Kean. You do not know who arranged the conference? 

Mr. Typrnas. I don’t know who arranged it. 

Chairman Kean. It is somewhat unusual for a decision as to a com- 
paratively minor matter to have the Secretary, the Assistant Secre- 
tary of the Treasury, the Commissioner of Internal Revenue, the head 
of the Alcohol Tax Unit, the second man in the Tax Unit, and the 
senior United States Senator from Maryland in on the situation. 

Mr. Typtnos. I did not arrange the meeting, sir. 

Chairman Kran. You do not know anything about the meeting 
except you were asked to come. Were you up here already ¢ 

Mr. Typ1nes. I was notified by our office to come up. 

Chairman Kean. To meet with the Secretary of the Treasury ? 

Mr. Typrnes. Didn’t say who to meet with; to report up here for a 
conference. 

Chairman Kean. When you went to the headquarters of the Alcohol 
Tax Unit you were told that you were to go to the Office of the Secre- 
tary of the Treasury ? 

Mr. Typrnes. Yes, sir; and Mr. Mealey and Mr. Avis and I rode 
over in their car and the Senator was there when we got there. 

Mr. Byrnes. Let me get this clear. This had to do with a pro- 
posed transfer of you from the Atlanta office to the New Orleans 
office ; is that it ? 

Mr. Typrnes. Yes. 

Mr. Byrnes. And you heard that a transfer was contemplated ? 

Mr. Typrnas. Yes. 

Mr. Byrnes. Did they give you official notice on it? 

. Typtnas. No. 

. Byrnes. Somebody talked to you? 

. Typrnes. Yes. 

. Byrnes. Who? 

. Typrnes. Mr. Avis. 

. Byrnes. He said they were contemplating transferring you; 
is that it # 

Mr. Typinos. Yes. 

Mr. Byrnes. What did you do? Did you contact the Senator and 
say that you did not think so much of that idea ? 

Mr. Typrnas. Yes, sir: I did. 

Mr. Byrnes. By letter? 

Mr. Typ1nas. By letter, as I recall it. 

Mr. Byrnes. It was not by telephone ? 

Mr. Typrnas. I don’t think so. I don’t know. 

Mr. Byrnes. What did you ask the Senator to do? Do you 
remember ? , 
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Mr. Typines. I told him that I thought L wasn’t getting ia good 
deal there because New Orleans has always been the place that men 
have been shipped to for punishment. 

After my production record down there I didn’t feel I should be 
sent down there for punishment. 

Mr. Byrnes. So you just sent one letter to the Senator? 

Mr. Typrines. That is right. 

Mr. Byrnes. And you advised him of your objection to this transfer / 

Mr. Typines. That is right. 

Mr. Byrnes. How soon after that was this meeting arranged ? 

Mr. Typines. 1 would say it was some months after that, at least 
a month after that. 

Mr. Byrnes. From the time you wrote to the Senator to the time 
of this meeting, did you have any further discussions with anybody 
in the Bureau relative to your transfer ? 

Mr. Typinas. None whatsoever. 

Mr. Byrnes. You did not hear any more about it? 

Mr. Typrnes. No more about it. 

Mr. Byrnes. All of a sudden you got orders to come to Washington ? 

Mr. Typrnes. To report to Washington; yes, sir. 

Chairman Kean. Did you not just testify that the only time you 
had ever spoken to the Senator—— 

Mr. Typines. That was all in this one time here, sir. 

Chairman Kran. You consider this all part of the same general 
deal ? 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. With respect to that letter that you wrote to the Sen- 
ator, did that have two parts to it, one relating to the proposed 
transfer and another relating to your desire to be made the district 
supervisor ¢ 

Mr. Typrnes. I didn’t know about the transfer until after I had 
discussed with him about making my application for the supervisor 
job. Then this other came up afterward. 

Mr. Byrnes. First you contacted the Senator and told him you 
would like this position as district supervisor ; is that correct ? 

Mr. Typ1nos. That’s correct. 

Mr. Byrnes. After that you learned of a proposed transfer to New 
Orleans? 

Mr. Typtnes. Yes, sir. 

Mr. Byrnes. Then you contacted him again? 

Mr. Typrnes. I did. Then it was all settled at one time, at this 
meeting up here that we just referred to. 

Mr. Byrnes. In other words, instead of moving up as you wanted 
to do, they were apparently moving you down? 

Mr. Typinas. I at least wanted to hold my own. 

Mr. Byrnes. So you contacted the Senator a second time on this 
really new matter ? 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. Did you ever contact him on any other matter during 
the time of your career? 

Mr. Typrnas. No, sir. 

Mr. Byrnes. Just these two occasions? 

Mr. Typtnes. As far as I know, and I have never contacted for 
anything else. 
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Mr. Byrnes. And on each of those you only contacted him once ? 

Mr. Typrnos. Yes. 

Mr. Byrnes. You may have written one letter saying you wanted 
to be district supervisor and then another letter saying you did not 
want to be transferred ? 

Mr. Typrnes. I didn’t write him saying I wanted to be district 
supervisor. I told him I wanted to be considered for the appoint- 
ment. 

Mr. Byrnes. Well, in the end result, you wanted to be the district 
supervisor, did you not? 

Mr. Typrnes. Yes. 

Mr. Byrnes. After that the matter of a possible transfer came up 
and you did not want to be transferred ? 

Mr. Typrnes. That’s right. 

Mr. Byrnes. That is all. 

Mr. Torin. At this conference, Mr. Tydings, was the subject matter 
your proposed transfer to New Orleans, or did it also deal with your 
candidacy for the post of district supervisor ? 

Mr. Typrnes. I think it primarily covered the transfer, I don’t think 
the other was discussed at all. I don’t think—— 

Mr. Tostn. You do not recall 

Mr. Typrnos. I don’t think so. 

Mr. Tostn. That the other matter was discussed ? 

Mr. Typrnas. No. 

Mr. Tosrn. So that the Senator as far as you can recall did not urge 
your appointment as district supervisor at this conference ? 

Mr. Typtnes. No, sir; he did not. 

Mr. Torry. Did he urge your appointment as district supervisor at 
any other time? 

Mr. Typrnos. No, sir; not to my knowledge. 

Mr. Tosin. So that as far as you know his efforts to see that you 
got due consideration consisted primarily of this conference? 

Mr. Typ1nes. That’s what I asked him for. 

Mr. Tosrn. What was the result of the conference, Mr. Tydings? 

Mr. Typrnes. I went back to Atlanta and stayed there and then 
when Mr. Malsie was made supervisor I was left there as assistant 
ee with a promotion. 

Mr. Tostn. Were you told at the end of that conference that you 
were going to be transferred to New Orleans? 

Mr. Typrnes. No, sir. 

Mr. Tosrn. Was there any discussion at that conference that you 
would be subsequently offered a post as district supervisor ? 

Mr. Typrnes. Some time after that, not in the meeting, I was told by 
Mr. Mealey that he wanted Mr. Malsie in Atlanta and that I would get 
the next supervisor’s job that came up. About a month later, maybe 
3 months later, he called me—— 

Mr. Tosrn. This is Mr. Mealey ? 

Mr. Typrnes. Mr. Mealey. He called me and said that the district 
supervisorship in Denver was open and asked me if I wanted it. I told 
him I would like to talk to Mr. Malsie who was downtown. 

I got hold of Mr. Malsie, told him Mr. Mealey called, and put it to 
him this way: I said, “If there is anybody that you would rather have 
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with you than me, please tell me. Let’s be frank with me and tell me 
because I have a chance to take this supervisor’s job in Denver.’ 

He picked up the phone and called Mr. Mealey and told him he 
wanted me to stay there, and I was satisfied to stay. 

Mr. Torry. Would your transfer to New Orleans have kept you in 
the same grade that you then held in Atlanta ? 

Mr. Typrnes. Yes. 

Mr. Torrn. That was what grade? 

Mr. Typrnes. B. 

Mr. Tonrn. I mean your grade? 

Mr. Typrnes. 12. 

Mr. Torn. The assistant supervisor in a grade B district had a 
grade 12? 

Mr. Typrnes. Grade 12. 

Mr. Torin. And the district supervisor post at Denver carried what 
grade? 

Mr. Typrnegs. 13. 

Mr. Torin. And grade 13 is the grade to which you were promoted 
in the fall of 1949? 

Mr. Typrnes. Yes, sir. When the Atlanta district was made grade 
A, a grade A district, I automatically became grade 13. 

Mr. Tozrn. Was the matter of your becoming a district supervisor 
in some other district than Atlanta discussed at this conference in 
the Secretary’s office ? 

Mr. Typinas. Not to my knowledge, sir. 

Mr. Torin. You do not recall that ? 

Mr. Typinos. No, sir. 

Mr. Torin. You stated that the main purpose of this conference 
was to discuss your—— 

Mr. Typincs. Why I was being transferred to New Orleans, 
whether it was for disciplinary action or what. 

Mr. Torin. Why were you to be transferred to New Orleans; were 
you told ? 

Mr. Typrnes. No, I wasn’t told. 

Mr. Byrnes. What did you talk about at this conference? You 
have a lot of pretty high powered people here and they are not just 
going to sit around and look at each other. What did you talk about 
and who led the conversation? Can you give us anything about that ? 

Mr. Typrnes. I think Mr. Mealey did most of the t: king on it. 

Mr. Byrnes. What was his approach? What did he talk about? 
Why you were being transferred, or why you should not be? 

Mr. Typrnes. I don’t recall. It didn’t last but about 10 minutes. 

Mr. Byrnes. They must have talked about something in 10 minutes. 
The subject matter was this transfer? 

Mr. Typrnas. Yes, sir. 

Mr. Byrnes. Did somebody ask somebody else, “Why is this fellow 
Tydings being transferred ¢” 

Mr. Typrnas. I presented my case as to why I didn’t think I should 
be transferred. 

Mr. Byrnes. You opened up the meeting, then ? 

Mr. Typines. No, I didn’t open the meeting, but I said that when 
I was called upon. 
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Mr. Byrves. Who conducted the meeting? Was it the Secretary 

Mr. Typrnes. Mr. Mealey, I think, did most of the talking, Mr. 
Mealey. 2 

Mr. Byrnes. What I am trying to find out is this: You all get to- 
gether in this office and it is for one subject, your transfer. You did 
not even know why you were going there / 

Mr. Typr1ncs. Not until I got in Washington; no, sir. 

Mr. Byrnes. Did the Senator open up and, say, sort of lay the 
groundwork as to what this meeting was about so that all these people 
would know why they were gathered together ? , 

Mr. Typines. No, sir; they apparently knew about it. 

Mr. Byrnes. Were there two sides to this? Was somebody saying, 
yes, you should be transferred, and some others saying no, you should 
not be transferred ? 

Mr. Typrnes. I was on the minority side saying I shouldn’t be 
transferred. 

Mr. Byrnes. Who else was with you on your side! 

Mr. Typrncs. Just me. 

Mr. Byrnes. Was not the Senator on your side? 

Mr. Typinas. The Senator was on my side, but I mean as far as 
the Bureau is concerned. Then I was given opportunity to state my 
reasons why I shouldn’t be transferred. 

Mr. Byrnes. You were in the minority. The majority consisted 
of whom? Mr. Avis? 

Mr. Typrnes. Mr. Avis had very little to say. Mr. Mealey did most 
of the talking. 

Mr. Byrnes. And Mr. Mealey believed you should be transferred ? 

Mr. Types. Yes, sir. 

Mr. Byrnes. Who else? 

Mr. Typtnes. That’s the only one I heard express it. 

Mr. Byrnes. The Secretary was just an impartial observer ? 

Mr. Typtnes. That is right. He stayed a ae minutes and then 
left. 

Mr. Byrnes. What reasons did Mr. Mealey give in support of his 
proposal that you should be transferred to New Orleans? 

Mr. Typinos. Because I didn’t get along down there in Atlanta. 

Mr. Byrnes. A matter of personality clashes; is that what he said ? 
What did he give as a reason you did not get along? 

Mr. Typrnes. Said I wasn’t getting along down there. 

Mr. Byrnes. Did he say you were not doing your work, or what? 

Mr. Typrnos. No; the record showed I did. 

Mr. Byrnes. What did he mean by that? 

Mr. Typrngs. As I said when I first came in, I was sent down to 
stop the drinking and to put the men to work, and I caused some 
enemies. 

Mr. Byrnes. Mr. Mealey is trying at this meeting to support a 
position. 

Mr. Typrnes. I’m not getting along with these men because I put 
them to work. 

Mr. Byrnes. Is that what he said, and therefore you would have 
to be transferred ? 

Mr. Typrnes. No; that’s what he claimed, that I didn’t get along 
with the men down there, and only those that I did have to put to 
work and reduce in rank were the ones I ever had any trouble with. 
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In 2 the years I have made efficiency ratings I have had one 
appeal. 

Mr. Byrnes. I am interested right now, though, in this conference 
and the reasons Mr. Mealey gave for supporting the proposal that was 
being made of your transfer to New Orleans. 

Was that because you were not getting along with the people? Was 
it just on that account ? 

Mr. 'Typrnes. That’s what he said, that I was not getting along 
with the people in Atlanta. 

enn Byrnes. And, therefore, it was affecting the efficiency of that 
office ? 

Mr. Typtnes. He didn’t say that. 

Mr. Byrnes. Did he give the impression that there was a discipli- 
nary aspect to this transfer ? 

Mr. Tyvines. No; that’s what I wanted to find out. 

Mr. Byrnes. And he said there was not at this meeting? 

Mr. Typrnes. At that meeting; no. 

Mr. Byrnes. Then what did you do? You justified your position 
of opposing the transfer ? 

Mr. Typrnos. I justified my position and that is about the way the 
meeting ended. 

Mr. Byrnes. What did you say in justification, what you have been 
telling us now, of the fact that you were making enemies? 

Mr. Typrnas. My production record down there. I was willing 
to stand on that. 

Mr. Byrnes. Did the Senator say anything? 

Mr. Typrnes. Not to any great extent, no. 

Mr. Byrnes. To the limited extent, what did he say ? 

Mr. Typrnes. He was more of an observer, than anything else 
there. 

Mr. Byrnes. Did he say anything? 

Mr. Typrnes. Oh, no doubt he did, but I don’t remember exactly 
what he said. 

Mr. Byrnes. Did-the Secretary of the Treasury say anything? 

Mr. Typrnes. He sat there for a while and said he had to go to an- 
other meeting, and he left. 

Mr. Byrnes. Did Mr. Graham say anything? 

Mr. Typinos. Mr. Graham said very little. 

Mr. Byrnes. Did anybody give any directions or suggest how the 
problem could be resolved ? 

Mr. Typrines. No, sir; it was left hanging in midair as far as I 
could recall. 

Mr. Byrnes. Just a chat about it and everybody went back home? 

Mr. Typinos. Everybody went their way. 

Mr. Byrnes. You did not know any more after you left the meet- 
ing than you did before? 

Mr. Typtnes. No, sir; I did not. 

Mr. Byrnes. And there was not any suggestion or directions to Mr. 
Mealey as to what should be done? 

Mr. Typinos. No, sir; and the first thing I knew about it then was 
when Mr. Malsie and I were both called into Washington notifying 
us that they had made their decision as to what was going to be done 
in Atlanta. 
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Mr. Byrnes. You could have accomplished the same thing by just 
you and Mr. Mealey sitting down and talking together, could you 
not ¢ 

Mr. Typ1nes. I didn’t ask for this conference up here, sir. 

Mr. Byrnes. That is what I am trying to find ont, what the object 
of the conference was; why it was necessary to have the Secretary of 
the Treasury, the Commissioner of Internal Revenue. head of the unit, 
the Assistant Secretary, everybody, to sit down for 10 minutes and 
talk about this transfer without any conclusions being reached or any- 
thing else, or any directions being given. 

Mr. Typr1ncs. No definite conclusions were reached at the meeting, 
sir. 
Mr. Byrnes. When you broke up did anybody say, “Well, now, let’s 
reconsider this matter,” or, “We will go into it further” ? 

Mr. Typ1nes. Not a word was said as to what would happen from 
there on. 

Mr. Byrnes. Do you remember who decided that the meeting should 
come to a close? 

Mr. Typrnas. No, no, sir; I don’t. 

Mr. Byrnes. As far as you were concerned, then, afterward did you 
feel it was a fruitful endeavor or not? 

Mr. Tyvrnes. No; I didn’t think much had been accomplished. 

Chairman Kean. How soon after the meeting was held was the deci- 
sion made as to the disposition of the matter ? 

Mr. Typines. I would say 2 months. 

Chairman Kean. About 2 months. 

Mr. Typrnes. About 2 months. 

Chairman Kean. So it did not look in your mind as if anything had 
been decided at that meeting ? 

Mr. Typrnes. That’s right. I sat there waiting from day to day 
expecting an official transfer to come through to New Orleans. 

Chairman Kran. And you said that your cousin, Senator Tydings, 
did not take any part in the conversation, but merely his presence there 
as a Senator from Maryland and an important man was the important 
thing ? 

The power of his presence in being there was the important thing? 
The fact that he was there was the important thing in strengthening 
your case ? 

Mr. Typrnes. There were certainly no roughshod tactics used for 
any reason at all. 

Chairman Kran. The fact that the Senator took all the trouble to 
come up from the Senate Office Building to the Treasury for such a 
meeting certainly showed that he was extremely interested in the case. 

Mr. Typrnes. Well, I had a telegram from him last Friday to call 
him in here at his Washington address. 

Mr. Tostn. This is Senator Tydings who sent. you this telegram ? 

Mr. Typines. Yes, sir. He said that he had just learned that I had 
been subpenaed here as a witness and wanted to know where I fitted 
in the picture. I said that the only thing I knew was I had been in 
Atlanta, which seemed to be the focal point of the investigation. 

He says, “Are you in the clear?” 

I said, “Absolutely.” 
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He says, “Well, I am getting ready to leave for Europe tonight. 
I was going to get you to fly up and talk it over with you if you had 
any trouble.” 

told him I had no trouble, to go to Europe. 

Mr. Tosin. Mr. Tydings, one final question with respect to this 
conference. 

Was there any discussion at this conference of any charges of mis- 
conduct which had been made against you by the Bureau of Internal 
Revenue? 

Mr. Typrnes. I have been under investigation practically ever 
since I have been in the service. 

Mr. Tosrn. Was there any discussion at this conference of any such 
investigation or the results thereof? 

Mr. Typtnes. There had been an investigation going on down there 
since 1946 on me. 

Mr. Tosrn. In Atlanta? 

Mr. Typrnos. Yes, sir. 

Mr. Tosin. Was that discussed at this conference? 

Mr. Typrnes. I don’t think so. 

Mr. Torry. Was the fact of this investigation or these earlier in- 
vestigations in any way related to your proposed transfer to New 
Orleans? 

Mr. Typrnes. They may have been, yes. 

Mr. Torry. But no mention was made of that at the conference? 

Mr. Typinos. No, sir. 

Mr. Torry. So there was no discussion at this conference of these 
investigations that you have referred to? 

Mr. Typrncs. That’s right. 

Mr. Torn. After this conference you were ultimately summoned 
once more to Washington together with Mr. Malsie and you separ- 
ately conferred with Mr. Avis; is that right? 

Mr. Typincs. We came over to the office together that morning. 
I was called in first. 

Mr. Torry. Into Mr. Avis’ office? 

Mr. Typrngs. Into Mr. Avis’ office. He said, “Do you have anything 
to say?” 

I said, “No, I don’t know what I am up here for.” 

He said, “That’s all.” 

Mr. Malsie went in and stayed about the same length of time and 
then we both went in together. 

Mr. Tosry. Did you thereafter go over to the Treasury ? 

Mr. Tyrprnes. Yes, sir. 

Mr. Tonin. To whose office? 

Mr. Typines. I think Mr. Graham’s office. 

Mr. Topix. What was the purpose of that conference ? 

Mr. Typinos. I think that they were expecting some difficulty when 
I learned that Mr. Malsie had been appointed, so when Mr. Avis 
told him what had happened in his office the meeting was over there. 

Mr. Torin. There was no mention of this prev iously discussed trans- 
fer to New Orleans? 

Mr. Typrnes. None at all; no, sir. 

Mr. Tostn. Who was present in Mr. Graham’s office ? 

Mr. Types. I think Mr. Graham, Mr. Schoeneman, Mr. Mealey, 
Mr. Avis, Mr. Malsie, and me. 
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Mr. Tosrn. The Secretary was not there ¢ 

Mr. Typrnos. No, sir. 

Mr. Tosrn. And the Senator was not there ? 

Mr. Typrnes. No, sir. 

Mr. Tosrn. At this meeting in the office of Assistant Secretary 

Graham, the results of your earlier conference with Mr. Avis were 
rr restated ! 

Mr. Typrnos. ‘Yes, sir. 

Chairman Kean. That was 2 months after the first conference ? 

Mr. Tosrn. I think about 5 months. 

Mr. Typrneos. Five months after what, sir? 

Chairman Kran. After the original conference in the Treasury 
Department. 

Mr. Typrnes. No, I would say not over 2 months. 

Mr. Tosrn. Was there any discussion in Mr. Graham’s office of a 
promotion for you? Were you told at that time that you were to 
receive a grade 13? 

Mr. Typinos. No. 

Mr. Tostn. When did you learn of that ? 

Mr. Typtnes. When we were notified that the district had been 
reclassified as a grade A district. 

Mr. Tosrn. That was after you returned to Atlanta? 

Mr. Typ1nos. Yes, sir. 

Mr. Tosrn. And that came asa surprise to you ? 

Mr. Typrnas. Yes, sir; it did. 

Mr. Torry. Was there any discussion at this conference in Assist- 
ant Secretary Graham’s office of your becoming district supervisor 
at some future date ? 

Mr. Typrnos. I think the only person I received that information 
from was from Mr. Mealey. I don’t think it was at that time. 

Mr. Tostn. That is in the telephone conversation you testified about 
when Mr. Mealey called you and offered you the post at Denver? 

Mr. Typ1nas. No, when I was here at one of these conferences after 
Mr. Malsie had been appointed he told me that he wanted Mr. Malsie 
for the Atlanta district—— 

Mr. Tosrn. This is Mr. Avis? 

Mr. Typrnas. Mr. Mealey. He wanted Mr. Malsie for the Atlanta 
district, and he would give me the first vacancy that came up. 

Mr. Torin. When was this, Mr. Tydings? 

Mr. Typrnes. After the meeting in Mr. Graham’s office that day 
after Mr. Malsie had been appointed. 

Mr. Torry. So that it was subsequent to this conference in Mr. 
Graham’s office that you first learned that you would be considered 
for the next post as district supervisor; is that right ? 

Mr. Typrnes. I did not know that I would be considered for the 
next post until the day that Mr. Malsie was appointed. 

Mr. Torry. That was in October of 1949? 

Mr. Typtnes. In October of 1949. 

Mr. Torry. And at no time prior to October 1949 had you been 
told that you would be considered for the next job as district super- 
visor ? 

Mr. Typrnas. No. 

Mr. Tosrn. And you and Mr. Malsie returned to Atlanta and 
thereafter the district was reclassified from grade B to grade A? 
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Mr. Typrnas. Yes, sir. 
Mr. Torry. With an increase in grade for Mr. Malsie and yourself? 
Mr. Typ1nas. For both of us; yes, sir. 

Mr. Tostn. At this conference in Mr. Graham’s office was there any 
discussion of friction between Mr. Malsie and yourself? 

Mr. Typrnes. There was no friction. 

Mr. Torry. Did Mr. Graham tell you, for example, that the Bureau 
and the Treasury were expecting you to get along im the future? 

Mx. Typrnes. Well, they put it this way: That we were both 
aspirants for the same job, and I think he put as a question, “Can you 
go back there and work with Bill Malsie?” 

I told him I certainly would. That’s the way it was put, rather 
than telephone me. 

Mr. Torry. There had been no previous trouble ? 

Mr. Typrnes. Oh, no; none at all; not a bit. 

Mr. Topin. And thereafter you went back to Atlanta with Mr. 
Malsie and tried to do just that, to try to get along the best way you 
could? 

Mr. Typrnos. I did. 

Mr. Torry. Prior to your appointment as assistant supervisor, en- 
forcement, in Atlanta, Mr. Tydings, you had previously been the 
subject of investigation; had you not ? 

Mr. Typrnos. Yes, sir. 

Mr. Torry. Will you tell the committee what those investigations 
involved ? 

Mr. Typrnes. When I was investigator in charge of Baltimore, 
somebody reported that I had stopped a man on the road and demanded 
money of him. 

Mr. Tortn. This was a man in the liquor business ? 

Mr. Typ1nes. A man in the liquor business. He reported it to the 
Baltimore office as the new man over in Fort McHenry, so I was the 
new man over there in Fort McHenry, so it landed on me. They 
brought the man in, and I was not the man he was talking to. 

Mr. Torin. That disposed of that ? 

Mr. Typrnos. Yes, sir. 

Chairman Kean. Did they ever find out who the man was? 

Mr. Typrnes. No, sir. We frequently had that, sir. We have just 
convicted two boys in Alabama for going around to one of these places 
where they handle liquor and telling them that they are a Federal 
officer and getting them for five or ten dollars. Those kind of cases 
are turned over to the Federal Bureau of Investigation for imper- 
sonation cases. We have quite a bit of that. 

Mr. Kine. In this case, Mr. Tydings, the man who had been stopped 
on the road stated that it was the new man in the office of Baltimore 
who stopped him? 

Mr. Typrnos. Yes, sir; he said anew man. He didn’t know him. 

Mr. Kine. And when you were confronted with this fellow 





Mr. Typtnes. Said it wasn’t me; never had seen me before. 

Mr. Tostn. And that was all there was to that investigation ? 

Mr. Tyrprnes. Yes, sir. 

Mr. Tosrn. This was in Baltimore? 

Mr. Tyrprtnes. In Baltimore. 

Mr. Tosrn. Prior to your being stationed in Baltimore, had you 
been stationed in Norfolk, Va.? 
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Mr. Typrnes. Yes; I was in Norfolk, Va., during prohibition days. 

Mr. Tostn. When during prohibition days? 

Mr. Typrnes. 1933 to the end of prohibition, then on to 1936. 

Mr. Tostn. During the course of your duties in Norfolk, were you 
ever investigated ? 

Mr. Typrnes. Yes, sir. 

Mr. Torrn. What was the nature of that investigation ? 

Mr. Typrnes. For protecting a group of liquor operators. 

Mr. Tostn. That was the charge? 

Mr. Typrnes. Yes. 

Mr. Tosrn. How was that investigation disposed of? 

Mr. Typrnes. By me convicting all of them. 

Mr. Tost. And was there any other result of that investigation? 

Mr. Typxnas. No, sir. 

Mr. Tosrn. Were you subsequently transferred from Norfolk? 

Mr. Typrnes. To Baltimore. Everybody in Norfolk after the in- 
vestigation was over was transferred out of there. 

Mr. Tosrn. Why was that? 

Mr. Typrneos. I don’t know. 

Mr. Tosrn. Everybody ? 

Mr. Typrnes. Everybody. 

Mr. Tosrn. Everybody in the Norfolk office was transferred out? 

Mr. Typrngs. Cleaned out. 

Mr. Torry. Yourself among them ? 

Mr. Typrnes. Yes, sir. Some went to Roanoke. I came to 
Baltimore. 

Mr. Tosrn. Would you now ascribe that transfer to disciplinary 
reasons ¢ 

Mr. Typinoas. No. 

Mr. Tony. After you came to Atlanta, Mr. Tydings, your aide at 
that time was—— 

Mr. Typines. McPherson. 

Mr. Tosntn. Mr. Samuel O. McPherson ? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. Were there any other investigations besides these that 
we have discussed prior to your going to Atlanta so far as you know? 

Mr. Typines. Not that I know of. 

Mr. Tosrn. After you came to Atlanta, Mr. Tydings, Mr. McPher- 
son was your aide. What was your relationship with him in a personal 
sense? Did you get along well with him? 

Mr. Typrnes. Yes, indeed. 

Mr. Toxsrn. Up until the time that he left ? 

Mr. Typrnas. Yes. 

Mr. Tostn. Never had difficulties with him? 

Mr. Typines. No. The only difficulty I would say I ever had with 
him was that he would not assume the responsibilities of his position 
and I had to do quite a bit of his work. 

Mr. Toxin. The only difficulty with him was that he would not 
assume certain responsibilities connected with his job, and, therefore, 
you had to take those on ? 

Mr. Typrnes. That’s right. 

Mr. Tostn. And that would result in possibly your bypassing him 
on some occasions necessarily ? 


Mr. Typrnes. No, no; didn’t bypass him. 
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Mr. Topstn. You did not? 

Mr. Typ1nes. No. 

Mr. Torry. Did you ever borrow money from Mr. McPherson ? 

Mr. Typrnes. Five or ten, until I got down to the bank, or something 
like that. 

Mr. Tostn. But you never engaged in a practice of borrowing money 
from him? 

Mr. Typtnes. Oh, no. 

Mr. Torin. Did you ever borrow money from him and not repay it? 

Mr. Typincs. No, sir. 

Mr. Torry. Did you ever borrow money from him and not pay it 
until he asked you to do so? 

Mr. Typrnos. No. 

Mr. Toprn. Did these occasional loans from Mr. McPherson ever 
become a cause of friction between you and him? 

Mr. Typrnos. No, no. 

Mr. Tortn. When did Mr. McPherson leave Atlanta? 

Mr. Typines. He left Atlanta after Mr. Malsie got there. 

Mr. Toprn. After Mr. Malsie got there? 

Mr. Typrnes. After Mr. Malsie got there. 

Mr. Torin. Would you be able to fix the date more precisely ? 
Would it be 1950 perhaps? 

Mr. Typtnés. It could have been the early part of 1950. 

Mr. Torin. Where was he transferred to ? 

Mr. Typrnes. He asked to be transferred to Montgomery, Ala. 
And that’s his home State. 

Mr. Tosrn. In what capacity ? 

Mr. Typrnes. As special investigator. 

Mr. Tost. Would that be a reduction in grade from his post as aid ? 

Mr. Typrtnes. Let’s see. That was before we were made a grade A. 
I don’t know. Mr. Avis handled his transfer. He was called in here. 

Mr. Toprn. As aid, he would be in charge of the special investigators 
throughout the district; would be not? 

Mr. Typrnes. That’s right. 

Mr. ‘Tostn. And he was transferred to Montgomery, Ala. 

Mr. Typ1nes. He was transferred as a grade 10, I know. 

Mr. Topstn. As a grade 10. As a special investigator? 

Mr. Typrnes. Special investigator, grade 10. 

Mr. Torry. Reporting to the aid? 

Mr. Typrngs. Reporting to the aid. 

Mr. Torrn. Did he seek that transfer? 

Mr. Typ1nes. He did. 

Mr. Tosrn. To return to his home State? 

Mr. Typrinas. Yes. 

Mr. Torry. So far as you know that transfer was not occasioned 
by any difficulty he had with you ? 

Mr. Typrnos. No. 

Mr. Byrnes. Were you responsible for Mr. McPherson’s efficiency 
rating during this period that he was your aid? 

Mr. Typrn@s. I was rating officer for him. 

Mr. Byrnes. How did you rate him during that period? 

Mr. Typrnes. As excellent. 

Mr. Byrnes. In spite of the fact that he was not performing his 
work 
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Mr. Typrncs. He cooperated fully and I didn’t know whether it was 
lack of ability or whether he was unwilling to take his responsibilities. 

Mr. Byrnes. That is what I cannot understand. You say that 
there was something wrong with his work. I mean he was not able 
to assume all the responsibilities that went with the office and you had 
to do some of his work. How could you continue to rate him as 
excellent under those circumstances ¢ 

Mr. Typrnes. According to the efficiency-rating sheet there was 
nothing else I could give him, sir. 

Mr. Kina. What he did, he did well ? 

Mr. Typ1nes. What he did, he did well; yes, sir. 

Mr. Byrnes. But does not that rating business have something to 
do with performing the functions of his job? 

Mr. Typrinas. No, sir. 

Mr. Byrnes. In other words, if what you do you do well, even 
though you are not doing everything you should do, you get an excel- 
lent efliciency rating? 

Mr. Typrnes. The same elements are on that efficiency rating that 
there is for any office girl here in Washington. 

Mr. Byrnes. In other words, even though a person is not perform- 
ing the full duties of the office and the responsibilities that go with 
that particular office, as long as what he does he does in a satisfactory 
manner you have to give him an excellent rating ? 

Mr. Typrnas. Yes, sir; there is no other thing you could give him. 

Mr. Byrnes. What would your opinion be as a man of considerable 
background in the service and having been a rating officer, as to the 
value of these ratings? 

Mr. Typrnoes. Nil. 

Chairman Kean. You say that the efficiency ratings that are used 
in the Department have no value at all? 

Mr. Typrnes. In its present form; no, sir. We have one of our 
own in our Bureau that will really go down the line and pick out 
each element that will tell you what a man does and how he does it. 

Chairman Kean. Let us make that clear. What was this efficiency 
rating that you sent in? That was not one for the Bureau; just the 
Civil Service? 

Mr. Typrnes. Civil Service; yes, sir. That is the one on which 
in-grade promotions are based. 

Chairman Kran. This one that is worth nothing is the one on 
which promotions are based ? 

Mr. Typ1nos. Yes, sir; and that has been changed where now you 
either give a man satisfactory or unsatisfactory. There are no steps 
in between, so a man who just barely does his work can be graded as 
satisfactory, and a man who works his head off can only get satis- 
factory, so now they are placed in two categories, either satisfactory 
or unsatisfactory, and there is a whale of a big gap in between. 

Chairman Kran. In any event, one whose work is satisfactory is 
eligible for promotion, dependent upon the whim of his supervisor? 

Mr. Typrnes. That is right. 

Chairman Kean. Or the desire of the supervisor. 

Mr. Typrnes. When you grade a man “satisfactory,” he is auto- 
matically entitled to his ingrade promotion every year. 

Chairman Kran. If they wanted to give him an important position, 
as long as he has “satisfactory” on his record, they could do so? 
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Mr. Typrinas. Yes, sir. 

Mr. Byrnes. Did you also at that time have some kind of rating 
that you kept in the Bureau? 

Mr. Typinas. Yes, sir. 

Mr. Byrnes. What did you put on that rating as far as Mr. Mc- 
Pherson was concerned ? 

Mr. Typrnes. Exactly what his shortcomings were. 

Mr. Byrnes. In other words, there you spelled out 

Mr. Typrnes. Yes, sir, because there was provision made for it. 

Mr. Byrnes. Was there any generalization on this rating, whether 
it was “good,” “fair,” or “bad” ¢ / 

Mr. Typrnes. Yes, sir. 

Mr. Byrnes. What was the generalization of his rating that you 
gave him ¢ 

Mr. Typrnes. It varied in some elements from “good” to “excellent,” 
and others. 

On those that he was “good” on, he got the benefit of it. Those 
where he had shortcomings on, he was shown that. 

Mr. Byrnes. Did you have a cumulative rating then ? 

Mr. Typinos. Yes, sir. 

Mr. Byrnes. What was the cumulative rating? 

Mr. Typrnes. “Very good.” 

Mr. Byrnes. What is the top, “excellent” ? 

Mr. Typines. “Excellent.” 

Mr. Byrnes. And next is “very good” ? 

Mr. Typrnes. Yes, sir. 

Mr. Byrnes. He must have been performing his functions pretty 
satisfactorily, then, if you could give him that. 

Mr. Typines. He was. 

Mr. Byrnes. Then what did you mean before when you said that 
he was not assuming his responsibilities and you had to do most of his 
work for him ? 

Mr. Typrneos. I didn’t say that, sir. I said I had to take on a num- 
ber of his duties because he was not willing to assume the responsibil- 
ity. If there was anything that came up where somebody had to be 
taken to task for something, that was my job, then; not his. He didn’t 

vant any unpleasantness among the men. 

Mr. Byrnes. Then he was not doing his complete job. 

Mr. Typrnes. That’s why I say he would not assume his respon- 
sibilities. 

Mr. Byrnes. But you can still do an incomplete job and be rated 
“very good”? 

Mr. Typrnes. Yes, sir. 

Mr. Byrnzs. That is all. 

Mr. Torin. With respect to Mr. McPherson, Mr, Tydings, did you 
have any discussions with anybody in the Bureau concerning his 
transfer and the reasons therefor? 

Mr. Typrnes. Yes; I talked with Mr. Avis on it. 

Mr. Torsrx. What was the nature of those discussions or the sub- 
stance thereof? 

Mr. Typrnas. I told him just what his shortcomings were and what 
a big workload I had down there in addition to the special investi- 
gative work, and that held fire then for—— 
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Mr. Tosrn. In other words, you were in accord with this proposed 
transfer ? 

Mr. Typrnes. Yes; and I think. the way it finally ended, Mr. Mc- 
Pherson was called into Washington by Mr. Avis and they discussed 
it. Mr. McPherson is an oldtimer and a very good special investigator 
and they reached some agreement up here, and then we were notified 
in Atlanta that he was to be transferred to Montgomery. 

Mr. Tosrn. You have said that Mr. McPherson requested the trans- 
fer; you, as his immediate superior, approved it 

Mr. Typrnes. Yes, sir. 

Mr. Torin (continuing). And it hung fire for a year. What was 
the delay ? 

Mr. Typrnos. I didn’t say for a year. I said it hung fire for some 
time. 

Mr. Tostn. Why would it hang fire under these circumstances? 

Mr. Typrnes. I think Mr. Avis wanted to be sure that Mr. Mc- 
Pherson was getting treated all right because he was an oldtimer there 
and very well liked by the Bureau. 

Mr. Tosrn. He wanted to make sure, for example, that Mr. Mc- 
Pherson knew what he was doing when he asked for this transfer ? 

Mr. Typrnes. That is right. 

Mr. Torry. Do you know a Mr. W. Knox Johnston ? 

Mr. Typrnas. Yes, sir. 

Mr. Tosrn. What was his capacity in the Atlanta office? 

Mr. Typrnos. He was investigator in charge in the State of Georgia. 

Mr. Tosrn. Stationed in Atlanta? 

Mr. Tyrprnes. Yes, sir. 

Mr. Tosrn. What was your relationship with him? He would report 
to you, would he not? 

Mr. Typrnus. Sometimes. 

Mr. Tosrn. In the table of organization in the office, he should report 
to you? 

Mr. Typrnas. Yes, sir. 

Mr. Tosty. When you say “sometimes” he did, you mean that on 
occasions he would not? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrn. That would be a source of difficulty between yourself 
and him ¢ 

Mr. Typrnos. Yes. 

Mr. Torin. Were there any other reasons for friction between your- 
self and Mr. Johnston ? 

Mr. Typtnes. Mr. Beman, the supervisor who was there when I 
arrived in Atlanta, had promised the job to Mr. Johnston. 

Mr. Torry. Promised the job of Assistant Supervisor, Enforcement, 
to Mr. Johnston ¢ 

Mr. Typrnos. Yes, sir. 

Mr. Tostn. He therefore resented you? 

Mr. Typrnes. He resented my coming. 

Mr. Tostn. So, you never got along well with him. 

Mr. Typrnas. No. 

Mr. Tostn. Did you ever borrow money from Mr. Johnston ? 

Mr. Typrnos. No, sir; not to my knowledge. 


Mr. Tosrn. I ask you that again. Did you ever borrow money from 
Mr. Johnston? : 
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Mr. Typ1nes. To the best of my knowledge, no. 

Mr. Torry. Certainly, if you did not borrow any money from him, 
you never refused to repay ms money. 

Mr. Tyvtnes. Certainly. I don’t owe anybody. 

Mr. Tost. Did you ever have any financial transactions of any 
kind with Mr. Johnston ? 

Mr. Typ1nes. Not to my knowledge; no, sir. 

Mr. Torntn. There were no business affairs between you, for exam- 
ple, which involved his paying you money ? 

Mr. Typrnos. No. 

Mr. Torry. And there is no other occasion that you can think of 
why he might give you money? 

Mr. Typrnas. None whatsoever that I can think of. 

Mr. Toprn. Mr. Tydings, I show you a check drawn by Mr. W. K. 
Johnston to the order of D. S. Tydings and endorsed on the back by 
D. 8S. Tydings, and I ask you if you have ever seen that check before. 

Mr. Typ1nes. That is my writing, but I don’t know. 

Mr. Tostn. This is your writing? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. So, it appears that you endorsed that check. 

Mr. Typrnes. I have no idea what in the world that is for. 

Mr. Topsrn. You do not recall receiving that check from Mr. John- 
ston ? 

Mr. Typrnas. No, sir. 

Mr. Tosin. Are you quite sure, Mr. Tydings, that that check does 
not represent a loan of $200 from Mr. Johnston to you? 

Mr. Typines. To the best of my knowledge, I never borrowed a 
dime from Mr. Johnston. 

Mr. Tonry. And you have no idea whatsoever as to what that check 
would represent ? 

Mr. Typinos. No, sir. 

Mr. Tosry. You do not doubt, do you, that you endorsed that check 
on the back ? 

Mr. ‘l'yptnes. It is my writing. 

Mr. Tornrn. Have you ever seen that check before? 

Mr. Typines. Not to my knowledge. What strikes me funny is I 
was not known as D. S. Tydings down there. My official signature 
was “Donald 8.” I absolutely do not know—that is my signature on 
the back. 

Chairman Kran. The check is for $200? 

Mr. Toxrn. Yes, sir. 

Chairman Kean. And it is endorsed ? 

Mr. Toxin. It is made out to D. S. Tydings, and endorsed on the 
back by D. S. Tydings and then Donald S.T ydings. 

Chairman Kean. That is the usual w ay of endorsing a check, in the 
form of the name that you usually sign. 

Mr. Typvinos. That is right. 

Mr. Torin. I think that check was misdated by the drawer thereof. 
You will see that the check was dated April 1946; but all the bank 
stamps are April 1947, either the same day as the date on the check 
or the day following. So, I think it was drawn in 1947. 

Chairman Kean. It probably is misdated because it would be a 
peculiar coincidence if it was held exactly a year and put in the next 
day. 
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Mr. Typines. Am I supposed to have borrowed that and not paid it 
back ? 

Mr. Toptn. I have asked you that question, Mr. Tydings. 

Mr. Typ1nes. To the best of my knowledge, I don’t think I ever 
borrowed a dime from Mr. Johnston. 

Mr. Topsrn. You do not ever recall Mr. Johnston’s asking you to 
repay $200? 

Mr. Typrnes. No. 

Mr. Tosrn. Do you recall ever being instructed by the Bureau to 
repay money borrowed by you from Messrs. McPherson and 
Johnston ? 

Mr. Typrnes. No, sir. 

Mr. Tostn. Do you recall ever discussing the matter of your possi- 
ble obligations to Messrs. McPherson and/or Johnston with anybody 
in the Bureau ? 

Mr. Typrnes. Absolutely not. 

Mr. Topin. So that you are totally unable to account for that 
check, but you do acknowledge the endorsement on the back as 
your own ¢ 

Mr. Types. It looks like my writing; yes, sir. 

Mr. Tostn. But you are quite sure thai you never borrowed from 
Mr. Johnston and, moreover, you never had a discussion of such 
a matter with anybody in the Bureau? 

Mr. Tyvrnos. I don’t recall anything at all about discussions in the 
Bureau of borrowing money from Johnston or McPherson. 

Mr. Tosrn. Did you ever discuss such a matter with Mr. Avis, for 
example ? 

Mr. Typtnos. No, sir; not to my knowledge. 

Mr. Tostn. Did you ever write Mr. Avis a letter dealing with the 
subject matter of loans from Messrs. McPherson and Johnston to 
you? 

Mr. Tyvrnes. I don’t think so. 

Mr. Torry. Mr. Tydings, I am going to show you a handwritten 
letter addressed to Mr. Avis and purporting to be signed by you, 
and ask you if you sent this letter to Mr. Avis? 

Mr. Typrnes. That is my writing, and that is my letter, but I still 
don’t know. 

Mr. Topin. Do you deny that you wrote that letter? 

Mr. Typinas. No; I don’t deny it; no, sir. 

Mr. Tostn. May I read the letter, ples ase, Mr. Chairman, for the 
record ? 

Chairman Kran. Yes; do so. 

Mr. Torin. The letter is dated Atlanta, Ga., February 27, 1948. 
{[ Reading: | 

Dear Mr. Avis: You did not instruct me to do so, but I am pleased to advise 
you that I have this date paid W. K. Johnston and S. O. McPherson in full 
and obtained receipts. Never again. Everything is going nicely. Had some 
good luck over in Alabama. Twenty State men and 10 cars to be assigned to 
us on or about March 1, 1948. 

Sincerely, 
Don TYDINGs. 

Mr. Tydings, I suggest to you that that letter is in conflict with the 
previous testimony you have given. 

Mr. Typr1nos. It definitely is; yes, sir. 
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Mr. Torstn. How do you account for that conflict in your testimony ? 

Mr. Typinos. I do not recall having ever borrowed money from 
those fellows. 

Mr. Tosin. Why would you have written this letter if that is the 
fact? 

Mr. Typrnes. That letter is my letter. 

Mr. O’Brien. It is your letter? 

Mr. Typrnos. It is my letter; yes, sir. 

Mr. Toxsry. Did you have any discussion of this matter with Mr. 
Avis prior to sending this letter? 

Mr. Typrnoes. Not until seeing that letter. I must have had one. 

Mr. Tosin. But you are sure you did not borrow money from Mr. 
Johnston, for example? 

Mr. Typrnes. I would have sworn that I never had until I saw that 
letter, and now I am not sure. 

Mr. Tosrn. Would you be likely to forget a loan of $200 from a 
subordinate, do you think ? 

Mr. Typinos. I don’t know what the circumstances were at all, sir. 

Mr. Tostn. Did Mr. Johnston ever ask you to repay this money? 

Mr. TyprNnes. I don’t think he ever did, sir. 

Mr. Topix. Did you ever have any argument with Mr. Johnston 
over the matter of such a loan as this which might result in friction 
between you and him ? 

Mr. Typ1nGs. No, sir. 

Mr. Torin. Did you cash the check that we have shown you this 
morning ? 

Mr. Typrnes. I apparently endorsed it, sir. 

Mr. Tosi. Do you want to look at it again ? 

Mr. Typrnos. No; I saw it. 

Mr. Torry. There are no other endorsements appearing on the check. 

Chairman Kean. Do you have a bank account at that bank, the one 
that has the stamp on the back? 

Mr. Tosin. Do you have a bank account at the First National Bank 
of Atlanta at Atlanta, Ga.? 

Mr. Typinos. Yes, sir. 

Mr. Torin. It appears that this check was cashed there. Would 
you have done that, do you suppose? 

Mr. Typ1nos. I apparently either cashed it or deposited it. I don’t 
know which, sir. 

Chairman Kran. They do not stamp “cash” on it. I think most 
banks put a “C” or something on it when they cash it, so I should think 
it went into some account. 

Mr. Torsrn. But you cannot account for this check? 

Mr. Typinos. No, sir; I cannot. 

Mr. Tosin. Nor can you account for this letter to Mr. Avis? 

Mr. Typinas. I wrote the letter. Apparently he had discussed it 
with me, from that letter. 

Mr. Tornry. Why would he have discussed the matter of your bor- 
rowing money from your subordinates? 

Mr. Typ1N@s. I don’t have any recollection at all of ever borrowing 
that money. 

Mr. Tosry. Is it not likely, Mr. Tydings, in view of the check and 
the letter, that you did borrow money from Mr. Johnston? 

Mr. Typrnes. Sir? 
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Mr. Tosrn. Is it not likely in view of the letter and check that we 
have shown you that you did borrow money ¢ 

Mr. Typrnes. Yes; from the letter and from the check, too, but I 
still don’t recall it. 

Mr. Tostn. Is it not also likely in view of this letter that you bor- 
rowed money from Mr. McPherson ¢ 

Mr. Typrnes. The letter would indicate it, sir. 

Mr. Toprn. Did it not also indicate that both of these gentlemen 
had difficulty getting you to repay this money ¢ 

Mr. Typrnes. Only the fact that what I wrote to Mr. Avis. They 
apparently had taken it up with him. 

Mr. Tosty. You do not ordinarily discuss with Mr. Avis your fi- 
nancial affairs, do you? 

Mr. Typrnes. No. 

Mr. Torrn. Or the fact that you may owe people some money ? 

Mr. Byrnes. What significance do you attach to the phrase “Never 
again” as used in the letter? 

Mr. Tosry. Do you want to see the letter, Mr. Tydings? 

Mr. Typines. No, no. I suppose I meant I never would borrow any 
more from them. 

Mr. Byrnes. Does it not signify to you that there must have been 
some unpleasant aspects that arose out of these loans that you did not 
want repeated ? 

Mr. Typtnes. No. My interpretation of that would be that I didn’t 
want the Bureau to be bothered with my personal affairs. 

Mr. Byrnes. When a person says, “Never again am I going to get 
into this kind of a situation,” which in effect is what you said in this 
letter, there must be some aspect to it that would stand in a person’s 
memory a little while. 

Mr. Typrnes. It apparently had been reported to the Bureau. 

Mr. Byrnes. But you do not remember anything about whether 
it was reported to the Bure: Wu, any conversations you had, or that the 
transaction ever took place? 

Mr. Typrnes. No, sir. 

Chairman Kean. It is rather a rare thing, is it not, for a complaint 
to come to the Bureau by an employee that he cannot get money out 
of one of the people in a superior position? I mean it would not be 
a usual situation ? 

Mr. Typrnes. I would think it would be very unusual. 

Chairman Kean. So it should have been something that stood out 
in your mind that you would not forget. Is your memory poor? 

Mr. Typrnas. No; my memory is very good. 

Mr. Torin. Do you recall, Mr. Tydings, whether the matter of 
these loans was discussed, for example, in the Secretary’s conference 
in the spring of 1949 w hen your pending transfer to New Orleans was 
the subject of discussion ? 

Mr. oem, I don’t think so. 

Mr. Toptn. Do you recall any discussion with Mr. Avis on the 
matter of these loans? 

Mr. Types. I do not; not a bit. 

Mr, Tostn. You recall no discussion with Mr. McPherson about 
them ? 

Mr. Typrnes. No, sir. 
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Mr. Tosrn. Nor with Mr. Johnston ? 

Mr. Typrnoes. No, sir. 

Mr. Torry. And it is still your conviction that you never borrowed 
money from Mr. Johnston? 

Mr. Typrnes. No; I say I do not recall anything pertaining to that ; 
no, sir. I do say it is my signature on the check and on the letter, and 
my letter. 

Mr. Torry. If these two employees or either of them had occasion 
to complain to the Washington headquarters of the Bureau that they 
had loaned money to you and that you would not repay, and if there- 
after it had been the subject of discussion between you and your supe- 
riors in Washington, following which you repaid this money and then 
sent the letter in question to Mr. Avis, 1s it likely that a man with your 
good memory would forget that? 

Mr. Types. I don’t know any reason why I would have borrowed 
from them. I don’t remember any circumstances surrounding those 
loans. 

Mr. Torry. Is it likely that in view of the several important aspects 
of this matter that you would have forgotten ? 

Mr. Typrnes. No. 

Mr. Torry. But until you were shown these documents this morning 
you had no recollection of either of these matters? 

Mr. Typrnos. No, sir; I didn’t. 

Mr. Tosrn. You did not? 

Mr. Typrnes. No, sir. 

Mr. Byrnes. Just let me ask Mr. Tydings this: 

As far as Mr. Johnston is concerned, he was investigator in charge? 
Mr. Typines. Of the State of Georgia. 

Mr. Byrnes. Yes. You were his immediate superior ? 

Mr. Typrnas. Yes, sir. 

Mr. Byrnes. Were you his rating officer also? 

Mr. Typinas. Yes, sir. 

Mr. Byrnes. What kind of a rating did you give him? 

Mr. Typines. Excellent. 

Mr. Byrnes. That is the civil-service rating? 

Mr. Typines. Because he was an excellent investigator in charge. 
Mr. Byrnes. And what about the report to the Bureau ? 

Mr. Typtnes. Excellent. 

Mr. Byrnes. Excellent in both? 

Mr. Typinas. Yes, sir. 

Mr. Byrnes. Even though you testified here that he would bypass 
yu on Many occasions and did not report to his superior? 

Mr. Txpunas. Yes, sir. 

Mr. Toprn. What is ae opinion, Mr. Tydings, of the general 
practice of supervisory officials borrowing money from their subor- 
dinates over whom, for example, they have such powers as the grant- 
ing of efficiency ratings / 

Mr. Typines. It is very poor business. 

Mr. Torstn. Particularly so when the loans are not repaid; is that 
not so? i 

Mr. Typinos. Yes, sir; whether they are paid, or not. 

Mr. Topix. And you would not care to condone such an activity on 
the part of persons working for you? 

Mr. Typrnas. No, sir. 
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Mr. Tosrn. What would you say of your own borrowing, if, in fact, 
you did borrow from these two subordinates of yours? Would you 
say that was a good practice? 

‘Mr. Typros. I would say it was not a good practice. 

Mr. Tosin. Why would you engage in it, then ¢ 

Mr. Typines. I don’t know. That is what I say. I don’t know 
what the circumstances were surrounding those. 

Mr. Topsrn. Both these men received less in salary than you did, 
did they not? 

Mr. Typrnes. Yes, sir. 

Mr. Tonrn. At the time you became assistant supervisor, enforce- 
ment, of Atlanta, Mr. Tydings, who was the district supervisor there? 

Mr. Typrnes. Mr. Beman, R. A. Beman. 

Mr. Torin. He was acting, was he? 

Mr. Typrnes. No, he was supervisor during the time that Mr. 
Hearington was on military furlough in the Army. 

Mr. Tosrn. And how long was he there after you came to Atlanta? 

Mr. Typrves. About a year and a half. 

Mr. Tosrn. And what was your relationship with him? 

Mr. Typrnes. Very good. 

Mr. Tonrn. You experienced no difficulty with him ? 

Mr. Typrnos. No. 

Mr. Togsin. We had testimony yesterday from Mr. Peterson that 
there appeared to have been difficulties between you and Mr. Beman. 
How do you account for that testimony ? 

Mr. Typr1nes. I was not conscious of any difficulties that we had. 

Mr. Topsrn. As far as you know your relationship with Beman was 
satisfactory ¢ 

Mr. Typines. Yes. 

Mr. Torin. Mr. Hearington returned from military leave in—— 

Mr. Typrnes. 1946. 

Mr. Tosrn. He was district supervisor then until 1949? 

Mr. Typines. Yes, sir. 

Mr. Tosin. What was your relationship with Mr. Hearington ? 

Mr. Typrines. Just average. 

Mr. Tostn. What do you mean by that? 

Mr. Typines. I did my work, and there wasn’t anything in common 
between us. 

Mr. Tostn. You were not close? 

Mr. Typines. Not close. 

Mr. Tostn. Did you have disagreements with Mr. Hearington ? 

Mr. Typrnas. No. 

Mr. Tosin. Did you ever have the impression that he was dissatis- 
fied with you in any way? 

Mr. Typrnes. No. 

Mr. Tostn. Do you know whether he ever caused reports to be sent 
to the Bureau of Internal Revenue concerning char ges of misconduct 
by you? 

Mr. Typrnes. Yes, sir. 

Mr. Tosin. On what occasions did he send such reports ? 

Mr. Typinas. He sent several of them. 

Mr. Tosin. Are you familiar with those? 

Mr. Typines. Only in a general way. 
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Mr. Tosrn. Will you testify, please, concerning them? When was 
the first such report, as far as you know? 

Mr. Typtnes. Soon after he got back there. 

Mr. Torry. Soon after he returned to duty? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. What was the nature of that charge? 

Mr. Typinas. They had me associated with one of the young ladies 
in the office at that time. 

Mr. Torin. They charged that you were associating with one of the 
women employees in the office ¢ 

Mr. Typrnas. Yes. 

Mr. Tostrn. Was there anything to that charge? 

Mr. Typrnes. No, sir. 

Mr. Tosrn. There was not? 

Mr. Typrn@s. No, sir. 

Mr. Torin. Mr. Peterson in his testimony yesterday referred to gen- 
eral gossip, or a rumor, or an assumption on the part of people in the 
office generally that that charge was true. Do you have anything to 
say on that? 

Mr. Typrnes. Well, it was investigated by the Intelligence Unit and 
I never heard anything from it. 

Mr. Tosrn. When was it investigated by the Intelligence Unit? 

Mr. Typrnes. Started in 1946, I think. 

Mr. Tostn. Were you interviewed by the Intelligence Unit? 

Mr. Typines. Yes. 

Mr. Torry. Wasa transcript made of that interview ? 

Mr. Typrnes. I don’t know. 

Mr. Tosrn. Was there a reporter present as there is here taking 
down your testimony / 

Mr. Typrines. I think so. 

Mr. Torry. So there appeared to be some record of that interview ? 

Mr. Typrnes. That investigation went along for about 2 years. 

Mr. Tontn. The charge was simply that you were having an affair 
with a woman employee of the office ¢ 

Mr. Typrines. That is right. 

Mr. Tontn. And you denied that ? 

Mr. Typvrnes. I did. 

Mr. Torin. And that is an untrue charge ? 

Mr. Typines. Untrue charge. 

Mr. Tortn. Was there any evidence offered by Mr. Hearington or 
by the Intelligence Unit that that charge might be true! 

Mr. Typrnes. No; down there they don’t go in for evidence. It is 
just gossip. 

Mr. Tortn. Was the charge made, for example, that you were spend- 
ing a considerable amount of money on this woman ? 

Mr. Typinos. I never heard that expressed. 

Mr. Tortn. Would svch a charge be untrue? 

Mr. Typrnes. It would be. 

Mr. Torin. In any event, Mr. Hearington reported this matter to 
the Bureau and it is your opinion that that matter was thereafter in- 
vestigated by the Bureau and disposed of ¢ 

Mr. Typrnos. Yes, sir. 

Mr. Torin. What was the next occasion for Mr. Hearington to 
make reports of misconduct ? 
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Mr. Byrnes. Before you go into that, did you ever get any report 
from the Intelligence Unit? 

Mr. Typrnes. Not at all. 

Mr. Byrnes. They never told you that you had been cleared, or not? 

Mr. Tyrpinas. No, sir. 

Mr. Byrnes. They just stopped questioning you after a while? 

Mr. Typines. Just stopped questioning me; that is all. And pretty 
soon the gossip slacked off and I didn’t hear any more of it. 

Mr. Byrnes. Time cured it ? 

Mr. Typinos. Time cured it. 

Then three of my special investigators one night around midnight 
thought they had something so hot that they had to go to Mr. Hear- 
ington’s house to tell him about it. They stopped a bootlegger and he 
told them he could get any case report for $500, so they just gave it to 
me. I wasn’t even named by the bootlegger. They went over and 
reported to Hearington that there was a leak in the office and that any 
bootlegger would get their case report for $500, 

Chairman Kran. What is that? 

Mr. Typrnes. Case report, so he would know what investigation 
evidence would be against him. That proved to be false. 

Chairman Kean. Who made that charge? 

Mr. Typines. Mr. Hearington. 

Chairman Kran. Who made the charge to Mr. Hearington? 

Mr. Typrnes. Mr. Shields, Mr. Hutto, and Mr. Wimbish. 

Chairman Kran. They were three special investigators ? 

Mr. Typines. Yes, working under my supervision. They reported 
it to Mr. Hearington. 

Chairman Kran. They reported that these bootleggers had told 
them that they could get a case settled for $500? 

Mr. Typrnes. No; get a copy of the case report for $500. They 
didn’t say from me, but they gave it to me. 

Chairman Kran. Who gave it to you ? 

Mr. Typrnos. Mr. Hearington. 

Mr. Tostrn. They assumed you were the one being talked about ? 

Mr. Typrnes. Assumed I was the one. 

Chairman Kran. Were you the onlv one who had these case renorts ? 

Mr. Typrnos. No. 

Mr. Tosrn. Reverting for one moment, Mr. Tydings, to this pre- 
vious investigation, without involving the name of the woman with 
whom you were linked, do you know who that person was? 

Mr. Typrnes. Yes, indeed. 

Mr. Torry. And you were directly confronted with that name and 
asked if it were true that you were having an affair with that person 
and you denied it ? 

Mr. Typvrinas. Yes. 

Mr. Tosrn. Referring to this matter that these three special investi- 
gators came upon, they were told by a bootlegger or some person of 
like character that it was possible to purchase case reports being made 
in your office ? 

Mr. Typrneos. Yes, 

Mr. Tosrn. They reported that to Mr. Hearington 

_Mr. Typrnes. Couldn’t even wait till the next morning to do it, 
sir. 
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Mr. Torrx. And he immediately assumed that if the charge were j 
true, you were the person selling the report ? ; 

Mr. Typrnos. Yes. 

Mr. Tosin. Was that matter investigated by the Intelligence Unit? 

Mr. Typrnos. It was. 

Mr. Tosrn. And disposed of? 

Mr. Typrnes. As far as I know. 


Chairman Kean. Why should he assume that you were the person ? 


Mr. 


Typrnes. I was very unpopular there, sir. 


Chairman Kean. Just on account of the unpopularity at the time? 


Mr. 


Typincs. Yes, sir. 


Chairman Kean. And this unpopularity was the result of-—— 


Mr. 


Typines. Of making them work. 


Chairman Kean. The fact that you made them work and you pre- 
vented them from drinking on the job; is that it? 


Mr. 


Typinos. I think there were about six let out of service after 


I got down there, for intoxication. 


Mr. 
work ? 


Mr. 
Mr. 


Mr. 
Mr. 


Byrnes. Did you have any effect on making Mr. Hearington 


Typrnes. Not at all. 

Byrnes. Why should you be unpopular with him ? 

Typrnes. I don’t know. 

Byrnes. You were just unpopular with everybody, even your 


superior ¢ 


Mr. " 
Mr. 


I'yprnes. Yes, sir. 
Byrnes. And the reason you were unpopular was because you 


made the boys work; is that correct ? 


Mr. 
Mr. 


Typinos. It looked like it; yes, sir. 
Tosin. Mr. Tydings, what was the next investigation made of 


you while you were in Atlanta? 


Mr. 
Mr. 


Typines. About a ivan I made from a bank. 
Toprn. You were investigated on charges of having borrowed 


money from a bank? 


Mr. 


Typrnes. I was investigated for having had a bootlegger en- 


dorse a note for me. 


Mr.’ 


Mr. 
Mr. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr.’ 
Mr. 
Mr. 
Mr. 
Mr. 
Mr." 
Mr. 
bank ? 
Mr. 
Mr. 


Torin. Was that charge true? 

Typines. It was not true. 

Tostn. When did you make the loan in question ? 

Typrnes. It was in 1945, I believe, 1945 to 1946. I am not sure. 
Toprn. Either 1945 or 1946? 

Typrnos. I think so. 

Torin. After Mr. Hearington had become district supervisor? 
Typrnos. Yes, sir. 

lorrn. From what bank did you borrow this money ? 

Typines. Bank of Georgia. 

Tosrn. Bank of Georgia ? 

Typines. Yes. 

Tostn. Had you had an account with that bank? 

T'yprnas. No, sir. 

Tosrn. Did you at that time maintain an account in some other 


Typrnas. First National. 
Topsrn. The First National, the bank where this check was 


cashed ? 
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Mr. Typinos. Yes, sir. 

Mr. Tosin. Why did you choose the Bank of Georgia as the place 
to borrow money ¢ 

Mr. Typrnes. I went to the First National and didn’t have any 
collateral to make the loan. 

Mr. Tosrxn. What was the amount you were trying to borrow? 

Mr. Typrnas. $3,000. 

Mr. Tossn. And you borrowed this money then from the Bank of 
Georgia ¢ 

Mr. Typrnes. Bank of Georgia. 

Mr. Tosrn. Why did you select that bank ¢ 

Mr. Typtnas. Because they were advertising on the radio that 
they had money to loan people without collateral, people who had 
positions and jobs. 

Mr. Torrn. At this time, Mr. Tydings, your only bank account was 
at the First National? 

Mr. Typrnos. That is right. 

Mr. Tostn. You had no other bank account in or out of Atlanta? 

Mr. Typrngs. No, sir. 

Mr. Tosrn. Did you maintain a safety deposit box at this time? 

Mr. Typrnas. I think so. 

Mr. Tosrn. Where? 

Mr. Typin@s. In the First National. 

Mr. Tosrn. And you then went to the Bank of Georgia to make « 
loan of $3,000 2 

Mr. Typinas. Yes, sir. 

Mr. Tosin. Because that bank advertised that it would make loans 
without collateral ¢ 

Mr. Typ1nes. To people with jobs; yes, sir. I went over there, made 
an application, and they told me it would take 2 or 3 days until the 
director’s meeting. I was called and they told me that the loan had 
been granted and I was to pay $100 a month. 

When the time came for the first payment I sent them a check 
and they called me and told me I would have to come over each time 
and sign a new note. I paid four payments on it. 

When the next one came due, the fifth, I was in Birmingham, Ala., 
on official business. 

Mr. Torrn. That would be 5 months after the initial loan? 

Mr. Typrnes. That is right. 

I wired them that I would be in there the following day. I went 
in the following day. They would not accept my money, and showed 
me this little fine print down here saying that when one payment 

was due and not paid that the whole amount became due, and I 
couldn’t pay it and they sued me. 

Mr. Torry. When you applied for this loan, Mr. Tydings, did you 
submit a financial statement to the bank? 

Mr. Typrnes. Yes, sir. 

Mr. Tostn. Was that a true financial statement ? 

Mr. Typrnas. It was. 

Mr. Torry. True as of the time? 

Mr. Typinos. Yes. 

Mr. Tosrn. You would not now say, for example, that you made 
any misrepresentations in that statement ? 

Mr. Typrnes. No; I don’t think so. 
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Mr. Tostn. You would not? 

Mr. Typinas. No, sir. 

Mr. Torsry. What was the purpose you had in mind in borrowing 
this money ? 

Mr. Typrnes. My brother-in-law was about to lose his home, my 
sister’s husband. I got the loan. 

Mr. Tostn. What was your brother-in-law’s name? 

Mr. Typrnes. Ernest H. Lewis. 

Mr. Torrn. And what was his address? 

Mr. Typrnes. At that time it was 16 Midland Road, East Or- 
ange, N. J. 

Mr. Tosrn. Was it the home in East Orange, N. J., he was about 
to lose? 

Mr. Typrnes. That is right. 

Mr. Torry. He is now dead? 

Mr. Typines. He is now dead. I gave him that statement several 
years before he died. It was never checked. I never heard from 
him on it. 

At the time he made the loan he asked me not to let my sister know 
about it. At that particular time she, it so happened, she was passing 
through a stage when women are very highly nervous and he did not 
want to upset her, so I did not tell her. 

I knew that someday somebody would go there to check on it, but I 
did not say anything to her about it, and did not try to fix any alibi 
with her, and she called me last week to say somebody had been over 
there to see if Ernest had borrowed the money from me. 

Mr. Tosry. Why would you think that somebody would check this 
matter at the — you made the loan? 

Mr. Typinos. I didn’t say at the time of the loan; I said at the time 
of this investigation. When this investigation started on it I knew 
that somebody was checking. I thought it was just a personal propo- 
sition when I borrowed it. 

Mr. Torin. At the time you made this loan you did not tell your 
sister about it for the reason you did not want her to be worried about 
her husband’s financial condition ¢ 

Mr. Typrnes. That’s right. I have a couple of little instances in 
there that might give you some light on it. 

Two of these special investigators that I reduced and who were 
after me all the time were the men that were assigned to investigate 
this bootlegger who is reported to have signed the note forme. That 
would have been very poor judgment on my part, I would say. 

Mr. Tosrn. What was this bootlegger’s name? 

Mr. Typrnes. John Garner. Here was the situation: this was a 
little bank owned by three brothers. Subsequent to them getting a 
judgment against me the Citizens & Southern Bank chain of Atlanta 
botight up that bank. They would not take my paper without any 


endorsement, so somebody had to make it good and Jack Garner 
made it good, and when I paid it off the receipt that I have is from 
the Citizens & Southern Bank and Jack Garner. 

Mr. Tosrn. Your difficulty with this loan has all been because of 
this subsequent endorsement ? 

Mr. Typrnes. Yes, sir. 
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Chairman Kean. As I understand, you made this loan from this 
little bank that was owned by the three brothers with a hundred dollars 
a month to pay off? 

Mr. Typines. That is right. 

Chairman Kean. Then before 5 months the bank was sold to some 
other people? 

Mr. Typrnes. That is right. 

Chairman Kean. And they did not like the looks of your loan with- 
out endorsement and the moment they had a technical opportunity to 
act, you having been away a couple of days—— 

Mr. Typrnes. They called the works off. 

Chairman Kran. They foreclosed, we might say. 

Mr. Typrnes. Yes. 

Mr. Boaes. I want to go back a minute. I understand you 
testified a minute ago when I was out of the room that they threatened 
to transfer you to New Orleans and that you regarded that as going to 
Siberia. 

Mr. Typtnas. Yes, sir. 

Mr. Boges. I want to clarify that point. 

Mr. Tosrn. Mr. Tydings, Mr. Boggs is from Louisiana. 

Mr. Kina. I injected the Siberia angle. Mr. Tydings did not say 
that. He made it appear it was not a place he would like to go to. 

Mr. Boces. Was this your feeling about the office of New Orleans, 
or about the city of New Orleans? 

Mr. Typrnes. Neither one. I have never been to either place. 

Mr. Boeces. Why do you have the feeling that you were being 
punished ? 

Mr. Typrnes. Because a lot of them have been sent down the river 
down there. 

Mr. Boees. What do you mean by that? 

Mr. Typines. It has always been a hard place to get along in, the 
same as Atlanta. 

Mr. Boaes. Why ? 

Mr. Typrnos. I don’t know. 

Mr. Boees. You mean the office is not properly administered down 
there / 

Mr. Typino@s. I don’t say that, no. 

Mr. Boees. How is it any different from any other office? 

Mr. Typines. Well, places where you have a lot of work to do you 
have far more opportunity of having troubles. 

Mr. Boges. Did they tell you they were going to send you to New 
Orleans? 

Mr. Typrnes. Yes. 

Mr. Boges. Then what happened ? 

Mr. Typrnes. I didn’t go. 

Mr. Boces. Why did you not go? 

Mr. Typrnes. I don’t know. 

Mr. Boges. If they told you you were going to go how come you 
did not go? 

Mr. Typrnes. I mean they didn’t order me to go. I was never given 
any official transfer, “Here is your transfer,” or anything like that, 
It was just under consideration. 
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Mr. Boces. And you felt that was punishment? 

Mr. Typines. I did. 

Mr. Bocas. Where were you at that time? 

Mr. Typrtnos. In Atlanta. 

Mr. Boggs. It is perfectly obviously he has never been in New 
Orleans. 

Mr. Typrnos. I considered that I had worked hard in Atlanta and 
that I had gotten the district in good shape, and I thought I should 
have some reward for it. 

Mr. Boces. Have you ever been to New Orleans? 

Mr. Typrne@s. No, sir; never have. 

Mr. Boces. You do not really feel that you are competent to pass 
judgme nt of whether or not you were going to Siberia ? 

Mr. Typrnoes. No. 

Mr. Boces. What you were disturbed about was the fact that you 
felt they were demoting you or giving you a lot of responsibilities ? 

Mr. Typrnes. That is right. I was in the No. 1 enforcement district 
in the United States. 

Mr. Bocas. In Atlanta ? 

Mr. Typinas. Yes, sir. We seized more stills than all the other 
districts put together. 

Mr. Boees. That is because of all the bootlegging places around 
there ? 

Mr. Typines. Maybe we have more of them there. 

Mr. Kine. It is generally understood, Mr. Boggs, by men who have 
been either transferred to New Orleans or threatened with transfer 
that it is the worst place they could be sent. Mr. Tydings did not say 
that, but the implication has been that that is so. 

Mr. Bogas. This gentleman, Mr. King, is equally incompetent to 
pass judgment on that. 

Mr. Kine. I have never been there, either. 

Chairman Kran. The answer was not with reference to the attrac- 
tiveness of New Orleans—and I have been there—but the working 
conditions in the office were such that the general reputation was if 
somebody was sent to New Orleans he was being shipped there for 
punishment ; that is what you testified before ? 

Mr. Typines. That is right. 

Mr. Bocas. I would like to hear more about those working condi- 
tions later on, because I understand it is a pretty good office. 

Chairman Kran. Mr. Tydings cannot testify on that. 

Mr. Boaes. Of course he cannot; I realize that perfectly. I just 
wanted to clear up that point. 

Mr. Torin. Mr. Tydings, to revert to the inquiry made of you con- 
cerning this loan, you got this loan for $3,000? 

Mr. Typrnas. Yes, sir. 

Mr. Tosryn. Did you thereafter open a bank account at the Bank of 
Georgia ? 

Mr. Typines. I took $2,000 that day over to my bank and sent a 
check to my brother-in-law and left the other deposit over there. 

Mr. Torsrn. You took $2,000 from the Bank of Georgia, deposited 
it in your account at the First National Bank—— 

Mr. Tyvrnos. Yes, sir. 

Mr. Torry. And then sent your brother-in-law a check? 

Mr. Typinas. Yes, sir. 
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Mr. Topsin. A check for $2,000? 

Mr. Typrnes. I think so. 

Mr. Torin. And thereafter did you send him another check? 

Mr. Tyvrves. I sent him another thousand. 

Mr. Tostn. So that you sent your brother-in-law, Mr. Lewis, 2 
checks, 1 for $2,000 and 1 for $1, 0002 

Mr. Typrnes. Yes, sir. 

Mr. Tosry. And you had made the loan for the purpose of getting 
this money to assist him? 

Mr. Typrnes. That is right. 

Mr. Tosrn. Was there anyone else at the time, Mr. Tydings, besides 
yourself and your brother-in-law, who is now deceased, who knew 
then of the reason why you were making this loan ? 

Mr. Typrnes. My wife did. 

Mr. Tosrn. Your wife did? 

Mr. Typines. Yes, sir. 

Mr. Torsrn. Did anybody else? 

Mr. Typrnes. No. I had loaned money to my brother-in-law on 
two other occasions. 

Chairman Kean. Did you take a note from your brother-in-law ? 

Mr. Typrnos. No, sir. 

Chairman Kean. When you made the loan was it really a loan, or 
was ita gift? Did you expect him to pay it back ? 

Mr. Typines. He had a heart attack, sir, and had to stop work. 

Chairman Kean. Before you made the loan, or after? 

Mr. Typrnes. At that time. 

Chairman Kean. When you made the loan he had already had the 
heart attack ? 

Mr. Typrnas. Yes, sir. 

Chairman Kran. So that you did not really expect to have the gift 
paid back? 

Mr. Typin«s. No. 

Chairman Kean. It was a gift, not a loan? 

Mr. Typines. Well, I gave it to him asa loan. I had loaned money 
on two other occasions and he had paid it back. 

Chairman Kean. But you made no attempt to—— 

Mr. Typines. When his widow, my sister, sold the house and I 
didn’t hear anything from her, I knew very well then that he had never 
discussed it with her and I didn’t tell her about it because she had 
enough worries, and it wasn’t until last week that she ever found out 
about it. 

Mr. Tosrn. Who contacted her, Mr. Tvdings? 

Mr. Typines. Some Internal Revenue Bureau agents, she said. 

Mr. Tosrn. Did she furnish their names? 

Mr. Typines. I don’t know. They asked her if I had ever borrowed 
any money from Ernest—that is her husband—and had he ever 
borrowed any from me. She said as far as she knew, no, and signed 
a statement to that effect. 

Chairman Kean. How long ago did he die? 

Mr. Typrnos. He died about Bi » years ago. 

Mr. Torin. The $2,000 check and the $1,000 check, both of which 
went to your brother-in-law, both came from this $3,000 loan? 

Mr. Typrnes. They did; yes, sir. 
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Mr. Tosrn. In the first place, you withdrew $2,000-—— 

Mr. Typines. The day I got the loan. 

Mr. Torsin. And you deposited it in your account and drew a check 
in that amount to your brother-in-law ¢ 

Mr. Typrnas. Yes. 

Mr. Torry. Thereafter you went back to the Bank of Georgia, got 
the other $1,000 out, and put it in your own bank account and sent 
him a check for $1,000; is that right ¢ 

Mr. Typrnes. I don’t know if that was exactly the way it was done, 
or not. 

Mr. Tostn. How else might it have been done? 

Mr. Tyvinos. I think I sent him a check from the First National 
and drew checks on the Bank of Georgia. 

Mr. Torry. Did you have a checking account at the Bank of 
Georgia ? 

Mr. Typrnes. Yes; that $1,000 was left in a checking account. 

Mr. Tosrn. I thought I understood you to say earlier this morning 
that you did not have a checking account. 

Mr. Typines. You asked me at the time I made that loan did I 
have any other than the First National, and I didn’t until after the 
loan was made. 

Mr. Torry. After the loan was made you did have a checking 
account ? 

Mr. Typrnas. I took $2,000 that day and left $1,000 in the checking 
account. 

Mr. Tortn. Did you thereafter write checks against that $1,000? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. A number of checks ? 

Mr. Typrnes. I don’t recall how many, sir. 

Mr. Tosrn. Did you write checks for purposes other than giving 
money to your brother-in-law from that $1,000? 

Mr. Typrnas. No; I don’t think so. 

Mr. Tosrn. Do you have the canceled checks from the Bank of 
Georgia ? 

Mr. Typrnos. No. 

Mr. Tostn. Let me make sure I understand your testimony. You 
say that you left $1,000 in the Bank of Georgia in a checking account ? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. And you thereafter wrote some checks against that 
thousand dollars? 

Mr. Typinos. Yes, sir. 

Mr. Tosrn. Where did the thousand dollars come from that you sub- 
sequently furnished your brother-in-law ? 

Mr. Typines. Ultimately from that account there. 

Mr. Tostn. In one check or a series of checks? 

Mr. Typrnas. I don’t know whether it was 2 or 8, sir. 

Mr. Tosrn. Mr. Tydings, I would like to read your previous testi- 
mony before our staff on this very point. You testified [reading] : 
~ At the time I got the loan, I left $1,000 there in that bank and took $2,000 over 
to the First National Bank. 

Question. And deposited it there? 

ANSWER. Deposited it there. 


Question. And then drew out $2,000 check on the First National? 
ANSWER. Yes. 





INTERNAL REVENUE INVESTIGATION 217 


Question. Why didn’t you just send the $2,000 directly to him? 

ANSWER. I had one checking account. I didn’t see any reason to have 2 check- 
ing accounts. 

Is that testimony incorrect ? 

Mr. Typrnes. That would still leave me just where I was at the 
other bank. 

Mr. Torry. I am asking you now, when you told us that you had but 
one checking account and saw no reason to have 2 checking accounts, 
whether that testimony at the time you gave it to us was incorrect? 

Mr. Typtnes. Yes; that was incorrect. 

That very day I opened a checking account there. 

Mr. Tosrn. So you did not give us the actual state of facts when you 
appeared before us earlier on this particular point? 

Mr. Typrnes. There may have been some misunderstanding. 

Mr. Tosrn. The answer was: 

I had one checking account. I didn’t see any reason to have two checking 
accounts. 

You have now told us you did have two. I just wanted to call your 
attention to that and make sure that you did have two. You were 
thereafter asked : 

How did you subsequently dispose of that; that is the final $1,000? 

You said: 

I withdrew and sent that to him then— 
meaning your brother-in-law. 

QuEsTION. In a lump sum? 

ANSWER. Yes. 

Question, But you did not have a checking account at the Bank of Georgia? 

ANsWER. No; just withdrew it. 

Is that testimony incorrect? Would you like to read that? 

Mr. Types. No. 

Mr. Tostn. That testimony, Mr. Tydings, as you will recall, was 
given on January 28 of this year. 

Mr. Typrnes. Yes. It is my recollection that the $1,000 was left 
there and the checking account was opened. 

Mr. Tosrn. The checking account was opened with $1,000. Did you 
thereafter send your brother-in-law the sum which was there. 

Mr. Typtnes. I think so. 

Mr. Tosrn. A check on which bank? 

Mr. Typines. On the First National. 

Mr. Tostn. A check on the First National Bank for the first thou- 
sand dollars? 

Mr. Typrnes. Yes. 

Mr. Tosrn. How did you get it out of the Bank of Georgia? 

Mr. Typrnes. Drew a check for it, apparently. 

Mr. Toprn. You drew a check out of the Bank of Georgia and 
deposited it in the First National Bank? 

Mr. Typrnes. I had left this thousand dollars there primarily to 
make the payments if my brother-in-law didn’t make them. 

Mr. Tosrn. On the loan? 

Mr. Typrnes. On the loan. That was my reason for leaving one 
there. 
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Mr. Tosry. When you discovered that it would be necessary for 
you to send the additonal $1,000 to your brother-in-law, did you send 
it ina check from the Bank of Georgia or from the First National ? 

Mr. Typincs. From the First National, I think. 

Mr. Tostn. That involved writing two checks, then, did it not? 

Mr. Typrines. Yes; I think so. 

Mr. Torry. Each for a thousand dollars? 

Mr. Typrnes. I don’t know whether I drew it out and deposited 
it, or drew a check and deposited it. 

Mr. Torry. May I ask you to examine your records after today and 
see if you can clarify that ? 

Mr. Typvrnes. I have no records. 

Mr. Torry. You do not keep your bank records? 

Mr. Typrnes. As I say, at the time I made this loan I thought it 
was a personal proposition, and so long as I paid back the loan I 
didn’t realize that such great importance was going to be attached 
to it; otherwise, I would have kept some records. 

Mr. Torin. You do not know now how you transmitted this second 
thousand dollars to your brother-in-law ¢ 

Mr. Typtnes. From the First National Bank of Atlanta, I am 
pretty sure, 

Mr. Tortn. Do you recall sending that in one check of a thousand 
dollars, or in a series ? 

Mr. Typrncs. In two checks, I believe. 

Mr. Tosrn. W : at amounts? Do you have any idea? 

Mr. Typrnes. I don’t know whether they were $500 apiece or not. 

Mr. Torin. Did your brother-in-law have a checking account ? 

Mr. TyprinGs. I don’t know. 

Mr. Tosrn. Do you know how he cashed these checks that you gave 
him, where he got the money # 

Mr. TypINGs. No; I don’t. 

Mr. Tostn. But it is quite clear in your mind that this $3,000 loan 
was made for the sole purpose of assisting your brother-in-law in the 
financial difficulty he was in ? 

Mr. Typinas. That is correct. 

Mr. Tostn. The only persons who knew that at the time were your- 
self, your wife, and your brother-in-law ? 

Mr. Typrinos. That is right. 

Mr. Torrn. And you paid him that money first with a check in the 
amount of $2,000 drawn on your main checking account? 

Mr. Typrneos. Yes. 

Mr. Topsrn. Thereafter either in one check or possibly more checks 
drawn, you think, on your main checking account, but possibly from 
this new checking account at the Bank of Geor gia? 

Mr. Typrnas. That is right. 

Mr. Tosrn. At the same time you were making these disbursements 
to your brother-in-law you had begun to repay “this loan at the rate 
of $100 a month? 

Mr. Typinos. That is right. 

Mr. Tortn. Up to this ‘point you had never dise usted this matter 
with Mr. Garner? 

Mr. Typrnas. I never discussed it with Mr. Garner. 

Mr. Tosin. Did you make a tax case against Mr. Garner or an 
OPA case against Mr. Garner prior to this loan ? 
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Mr. Typines. No; afterward. That is what I say; I assigned two 
men whom I demoted to develop the case against Garner, which would 
have been very poor taste if I had had any connection with Garner. 

Mr. Tostn. Mr. Tydings, I will ask you to reconsider that answer. 
You testified that you made this loan, you think, in 1945 or 1946, 

Can you recall now in which year you made it ‘ 

Mr. Typrnes. One or the other. I don’t remember which. 

Mr. Tostn. Have you ever borrowed a like amount of money before 

‘since in your life? 

Mr. Typrnes. No; never have. 

Mr. Torin. But you don’t remember which year you borrowed 
this ¢ 

Mr. Typrnes. No. 

Mr. Tosrn. You think it was in 1946? 

Mr. Typrnes. 1945 or 1946. 

Mr. Torin. When did you make the case against Mr. Garner? 

Mr. Typines. Al] those black-market cases were made in 1944, 1945, 

d 1946. 

Mr. Tostn. Vo you know when you made this case? 

Mr. Typrnas. I don’t particularly know the date; no, sir. 

Mr. Tostn. Are you quite sure that you made it after you had bor- 
rowed this money from the Bank of Georgia ? 

Mr. Typrncs. That would be my belief. 

Mr. Tosrn. Would you repeat that answer, please? I did not get it. 

(The record was read by the reporter.) 

Mr. Tostn. Would it be your belief that you made this case against 
Mr. Garner after you got this loan from the Bank of Georgia ? 

Mr. Typrnes. And after I had been sued by the bank. 

Mr. Tostn. You made this case after you had been sued by the bank ? 

Mr. Typinegs. Yes, sir. 

Mr. Tostn. When were you sued by the bank? 

Mr. Typrncs. Five months after I made the loan. 

Mr. Tosrn. The records of the court then would establish quite 
clearly when this loan was made ? 

Mr. Typines. Yes, sir. And if you look at the records of the court 
you will find that Garner’s name never appeared on anything at all. 

Mr. Tost. But, in any event, you did not begin the investigation 
of Mr. Garner for the OPA violation until after you had been sued, 
and this suit was brought by the bank? 

Mr. Typrnos. No, sir; those investigations were under way then, but 
the case was not made until afterward. 

Mr. Tosrn. When did the investigation of Mr. Garner begin ? 

Mr. Typincs. Around 194445, 

Mr. Tosin. Could you state that with any more precision ? 

Mr. Typrincs. No; most of them were initiated in 1944. 

Mr. Tostn. How long did it take to make this case? 

Mr. Typinas. Some of those cases ran on for 2 and 3 years. 

Mr. Torrtn. How long did this case run on? 

Mr. Typrnos. I don’t recall. That was one of some 20 or 30 of them 
made down there. 

Mr. Tosrn. During the course of your work on this case, Mr. 
Fydings, did Mr. Garner ever come to your office? 

Mr. T'ypinas. These two special investigators brought him up. 
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Mr. Tosrn. He came to your office? 
Mr. Typrnes. Yes, sir. 
Mr. Tostn. Was he ever in your office alone with you? 

Mr. Typrnos. No, sir; I don’t think so. 

Mr. Tort. At all times these two special investigators were present 

Mr. Typrnes. Came up to discuss phases of this investigation they 
were on. 

Mr. Tortn. Who were these special investigators? 

Mr. Typrncs. McQuown and Pruitt. 

Mr. Torrn. That is Special Investigator Calvin R. McQuown, Mc- 
Q-u-o-w-n ? 

Mr. Typrnes. Yes; and Thomas E. Pruitt. 

Mr. Tostn. How do you spell his name? 

Mr. Typrnes. P-r-u-i-t-t. 

Mr. Tosrn. When did they come to your office; do you recall? 

Mr. Typrnas. No; I don’t. 

Mr. Tosrn. Was it before the loan or after the loan? 

Mr. Typrnes. They are the ones who went to the supervisor with 
the charges 

Mr. Torry. I realize that, Mr. Tydings, but did they come with Mr. 
Garner to your office before or after you made this loan from the Bank 
of Georgia? 

Mr. Typrnes. I think they came there afterward. 

Mr. Tosry. After you had made the loan? 

Mr. Typrnos. Yes. 

Mr. Tostn. Had you ever seen Mr. Garner before? 

Mr. Typrnes. No. I didn’t even know that Mr. Garner was con- 
nected with the bank. 

Mr. Tortn. Did you discuss with Mr. Garner at the time of this 
appearance in your office your need for money ? 

Mr. Typrnes. No, sir. 

Mr. Tostn. Did you ever discuss at any time with Mr. Garner the 
fact that you wanted to borrow some money ? 

Mr. Typrnes. No. 

Mr. Torry. Did you ever discuss with Mr. Garner or in Mr. Garner’s 
presence the fact that you wanted to borrow $3,000? 

Mr. Typrnes. No. 

Mr. Tonrn. And you are quite clear that this appearance in your 
office or this series of appearances, if there were more than one, took 
place after you made this loan application and got this money from 
the Bank of Georgia? 

Mr. Typrnes. Yes, sir; and I still didn’t know he was connected 
with the Bank of Georgia. 

Mr. Tosrn. And it turned out later that he was in fact—— 

Mr. Typrnes. That he was one-third owner of it. 

Chairman Kran, In that case, was he a one-third owner of the bank 
when you originally made the loan? 

Mr. Typrnos. Yes, sir. 

Chairman Kran. Or was he one-third owner later on? 

Mr. Typrnes. Originally. 

Chairman Kean. He was a one-third original owner of the bank? 

Mr. Tostn. That is right. 

Mr. Boses. You said a little while ago that you went before the 
board of directors to get your loan. 
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Mr. Typ1nas. No, sir; I didn’t say that, sir. I said when I made 
that application they told me I wouldn’t be able to hear from it until 
a couple of days until it went before the board. 

Mr. Boaes. You did not appear before the board ? 

Mr. Txprnes. No. They tried to give the aspect of it that Garner 
had endorsed the note for me. Now, commonsense tells you if he 
was one-third owner in the bank and would go up there and endorse 
a note for me, I wouldn’t have to wait for the directors’ meeting to 
pass on it. He just saw an opportunity. He was ina jam on the black- 
market case and just saw an opportunity over there that somebody over 
there had to pay, and he just seized an opportunity to make something 
out of it. 

Mr. Boees. And you never discussed the loan with him at any time? 

Mr. Typrnes. No. 

Mr. Boces. What sort of reputation does Garner have? 

Mr. Typtnes. Not too good. His legitimate enterprise is the liquor 
store. 

Mr. Boaes. Whatever happened to the case that was made against 
him ¢ 

Mr. Typines. We prosecuted only one black-market case in the 
South down there. All the other cases, the principals were used as 
witnesses against some of the higher-ups in other cases, like American 
Distilling Co. and the Wathen Distilling. Those people down there 
that we got were used as witnesses in other cases. 

Mr. Boces. Mr. Garner never was prosecuted ¢ 

Mr. Typtnes. He was a Government witness in New York. 

Mr. Boees. He was a Government witness in New York? 

Mr. Typtnos. Yes. 

Mr. Boces. In what case? 

Mr. Typrnes. American Distilling. 

Mr. Boaes. What was the disposition of that case? 

Mr. Typrnes. There was a large fine assessed. I didn’t make a Gov- 
ernment witness out of him. 

Mr. Torry. What do you know of Mr. Garner’s reputation in 
Atlanta ? 

Mr. Typrnes. Not good. 

Mr. Tostn. On what do you base that ? 

Mr. Typrnes. On hearsay. 

Mr. Tortn. Had Mr. Garner ever been indicted and tried on crimi- 
nal offenses in the State of Georgia relating to violation of the liquor 
laws in the State? 

Mr. Typrnes. I think he had, yes; I am not sure. 

Mr. Tostn. Do you know whether testimony was received in such a 
trial indicating that he had paid so-called protection money to liquor 
officials in the State of Georgia? 

Mr. Typrnes. I heard that; yes. 

Mr. Tosrn. This is the sort of thing that you would have in mind 
when you say his reputation was not good ? 

Mr. Typr1nes. That’s right. 

Mr. Tortn. And, therefore, you certainly would not care to engage 
in a financial transaction with him? 

Mr. Tyvrnos. No, sir; I would not, and as I say, if I had engaged in 
a financial transaction like that with him and him one-third owner of 
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the bank, I don’t think I would wait for the board meeting to pass 
on my note, and I don’t think I would have sent McQuown and Pruitt 
to investigate him. 

Mr. Torin. Mr. Tydings, I want to make sure that your testimony 
is what you mean to say on that last point. You have told us several 
times this morning that you assigned two of your special investi- 

gators, and you have n: amed them, McQuown and Pruitt—— 

Mr. Typrnes. Yes, sir. 

Mr. Tostn (continuing). That you assigned those men to make this 
investigation which ultimate ‘ly would be successful. 

Mr. Typines. One of four or five that they were assigned on. 

Mr. Tosin. That you assigned those men beneiebnar Garner after 
you got this loan from the bank which Garner had a one-third inter- 
est in? 

Mr. Typrnes. I think so. I think it happened afterwards; yes, sir. 

Mr. Tosrn. You say you think that is so? 

Mr. Typines. Yes, sir. At least they were working on it during 
the time, after T had made the loan. 

Mr. Tostn. The case was pending in your office, in other words, at 
the time this loan—— 

Mr. Typrnes. No; it was still under investigation. 

Mr. Torrn. Under investigation by your subordinates at the time 
this loan was made? 

Mr. Typrnas. Yes, sir. 

Mr. Tost. I will repeat the question. At the time that this loan 
was made from the Bank of Georgia this case involving Garner was 
under active investigation by your subordinates in the Atlanta office ; 
is that right? 

Mr. Typrnes. Yes; that is correct. 

Mr. Tosrn. And apparently, therefore, had been going on before 
this loan was made as well as after. That is your testimony ? 

Mr. Typtnes. That is right. 

Mr. Torin. I want to make sure that that is what you mean to say. 

Mr. Typrnes. Yes, sir; and at that time I didn’t know Garner 
existed with respect to the bank. 

Mr. Tosrn. And certainly if you had known that you would not 
have borrowed money from Mr. Garner’s bank ? 

Mr. Typrnes. No; I wouldn't, but I didn’t think it was necessary 
to check on the owners of the bank when I made that. 

Mr. Tosrn. I - not suggesting that. 

Mr. Typrnes. I did not mean that you took it that way; I am sorry. 

Mr. Tornix. What would be your opinion - a transaction of this 
nature between an employee of the Alcohol Tax Unit and a bank 
controlled in part by a man who was at least under active investigation 
by that employee’s subordinates at the time he made application to 
him for a loan or to his bank for a loan ? 

Mr. Typrnes. Shouldn’t be done. 

Mr. Tosrx. Would you regard that as a suitable subject for disci- 
plinary action by the Bureau ? 

Mr. Typrnes. Yes, if the facts were known at the time the loan 
was made. 

Mr. Torry. And that in substance was the charge made against. you, 
was it not? 


Mr. Typrnas. Yes. sir 
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Mr. Torry. And it is your contention that that was not true? 

Mr. Typines. They went further than that. The charges against 
me were that he endorsed a note for me. 

Mr. Tosrn. At the time you got the original note? 

Mr. Typrnos. Yes. 

Mr. Tosrn. And you deny that that is true? 

Mr. Typrnas. I do. 

I went over there four different times and signed the new notes 
each time and there was never a cosigner on this. He didn’t come in 
until after the other bank would not accept the paper. 

Chairman Kran. What did he do at that time? I do not have that 
clear. What happened? For this technical reason the new bank said 
that they wanted payment and you were not able to pay. 

Now, what happened there? 

Mr. Typrnes. The new bank would not accept the paper, because 
it had no collateral. So, somebody over there had to make it good to 
get credit for it, and Jack Garner guaranteed it. 

Chairman Kran. He guaranteed it to have it go over to the new 
bank ? 

Mr. Typrnas. To the new bank. 

Chairman Kran. He endorsed it or guaranteed it in some way ? 

Mr. Typrnes. I don’t know how he took care of it, but when I 
yaid the thing off my receipt was from Jack Garner and the new 
fraaih that has bought the old bank. 

Chairman Kran. And they never went through the motions of try- 
ing to collect in a legal way # L 

Mr. Typrnes. No, sir. 


Mr. Torry. They sued on the note and obtained a judgment against 
vou ¢ 

Mr. Typrnes. The first bank that I borrowed it from got a judg 
ment against me when I defaulted on my fifth ahr 


Chairman Kran. You said that bank had already been taken over. 

Mr. Typrnes. I am sorry; you misunderstood me. 

Chairman Kean. That is what you testified, as I understood it. 
You stated that it was after the new interests had taken over the 
bank that they used this technical reason that you were a day or two 
late to say that the loan was in default. 

Mr. 'Typrnes. No, sir; lamsorry. That is not correct. 

Chairman Kran. What did happen then? You mean the same 
bank that had made the loan and you had paid back regularly for 
a—— 

Mr. Typrnes. Four times. 

Chairman Kran. Four times, and then because you were late one 
day—— 

Mr. Typrnes. One day late. 

Chairman Kran. The same bank and the same control ? 

Mr. Typtnes. Same bank, same control. They invoked the clause 
that all the rest of it became immediately due and payable. 

Chairman Kean. That is incomprehensible to me. It just does 
not make sense. ‘There must have been some reason why their opin- 
ion of your credit had changed since the first day that they made the 
loan. 

Mr. Typines. I don’t know why that was. 
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Chairman Kean. They would not take advantage of a technical 
situation if they thought the loan was good and you had paid regularly, 
so that it would seem that it was good because there was no change in 
your general condition. You had not lost your job; you had not 
been demoted, and there was nothing which would lead them to think 
that the loan was not as good, so that it is the old bank that 

Mr. Typtnes. Sued me. 

Chairman Kean (continuing). Sued you. 

Then what? They got a judgment against you? 

Mr. Typines. Got a judgment against me. 

Chairman Kean. But you were not able to pay? 

Mr. Typrngs. No, sir. 

Chairman Kran. Did they try to collect on the judgment ? 

Mr. Typines. Just got a judgment against me. 

Chairman Kean. What happened next? 

Mr. Typrnes. The new bank bought the old bank. 

Chairman Kran. How long was that afterward ? 

Mr. Typrnes. Some maybe 6 months, 

Chairman Kran. Six months afterward, and in the old bank the 
new bank found some assets which they did not consider were very 
good, consisisting of a judgment against you 4 

Mr. Tyrprvas. Yes, sir. 

Chairman Kran. And, probably in the negotiations in taking over 
the assets and how much they were going to pay, they stated that that 
asset had to be made good ? 

Mr. Typrnes. That is right. 

Chairman Kran. And then Mr. Garner, as one of the owners of the 
old bank, guaranteed this note? 

Mr. Typrnes. Yes, sir. 

Chairman Kean. And then when you paid it back you received a 
receipt from the new bank plus Mr. Garner? 

Mr. Typrnes. I got a receipt from the new bank and Mr. Garner. 

Chairman Kean. I think that is clear. 

Mr. Boces. When they filed the suit against you on the note, did 
you defend the suit ‘ 

Mr. Typrines. I didn’t even know about it, sir. 

Mr. Boaes. Did not know about it? 

Mr. Typrnes. Didn’t know about it. They filed a fi. fa.,or what- 
ever it is. 

Mr. Boees. Were you served with a summons? 

Mr. Typrnas. No, sir; not even served with a summons. 

Mr. Boaes. You mean there was a judgment against you before you 
knew anything about it? 

Mr. Typrnas. Yes, sir. 

Mr. Boees. After you discovered the judgment, what did you do? 

Mr. Typrnes. Went to see them and made arrangements to pay $75 
a month and paid $75 a month on it up until the time I paid it off. 

Chairman Kran. That was less than you originally agreed to pay. 

Mr. Typrnes. Yes, sir. 

Chairman Kean. So, there had been a change in your situation 
somewhere, because you agreed to pay $100 and the second time only 
paid $75. 

Mr. Typrnes. I would have kept on paying $100, but it lay iMe for 
6 months with no payment on it at all, just the judgment; so I went 
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to an attorney and told him I wanted to take care of it, and we agreed 
on $75 a month then. 

Mr. Boaes. You say you missed 1 day’s payment ? 

Mr. Typrnes. Yes, and I wired them that day that I would be there 
the following day. 

Mr. Bocas. When you went in the following day, what happened ? 

Mr. Typines. They would not accept my check. 

Mr. Boces. Then you must have learned that they were going to 
sue you? 

Mr. Typrnos. I did. I knew then what they were going to do, 
but not when. 

Mr. Boces. You did know they were going to sue you? 

Mr. Typines. I knew they were going to take action, but I was 
never notified as to when. 

Mr. Bocas. Did they give you any reason why they were going to 
sue you? 

Mr. Typrnes. No; just it became due; that isall. 

Mr. Byrnes. It was a default judgment ? 

Mr. Typrnes. Yes, sir. 

Mr. Boces. And you went in the next day? You were absent 1 
day and you were absent on official business in Birmingham ? 

Mr. Typrnes. Yes, sir; and I wired them from Birmingham. 

Mr. Bocas. You said, “I am out of town and will be back tomorrow, 
will be in with $100?” 

Mr. Typtnes. Yes, sir. 

Mr. Boaes. You came in the next day with $100, and they would 
not take it ? 

Mr. Typrnes. Wouldn’t take it. 

Mr. Bocas. For what reason. 

Mr. Typrnes. Said it was past due. 

Mr. Bocas. The same people you were doing business with ? 

Mr. Typ1nes. Same <r 

Mr. Bocas. Why do you think they adopted that attitude ? 

Mr. Typrnos. I don’t know. 

Mr. Boces. Did you discuss it with them ? 

Mr. Typrnes. Yes. 

Mr. Boaes. What did they tell you ? 

Mr. Typrnes. Said that was the result, “Here’s the clause. You 
should have read it.” 

That is all the satisfaction I got. 

Mr. Boaes. That isa pretty tough bank. 

Mr. Tosrn. Mr. Tydings, when was this matter first investigated 
by the Intelligence Unit? 

Mr. Typrnos. I think it was starting in 1946. 

Mr. Torin. The investigation started in 1946? 

Mr. Typrnes. Ran all through 1947, and I understood that they 
had made their report and then it was stirred up again at the time 
that the appointment down there was open. 

Mr. Tonrn. That was in 1949? 

Mr. Typrnes. 1949; it was under way again then, and then under 
the reorganization the Inspection Service picked it up there, and then 
the collector of internal revenue picked it up there, and now it-is 
here. 
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Mr. Tosrn. So that, Mr. Tydings, as soon as you made this loan 
and for some years since then you have been asked and asked and 
asked over and over again the details of this series of transactions? 

Mr. Tyrprnes. Yes, sir. 

Mr. Tostn. So that it has been a live matter in your good memory 
ever since 1946? 

Mr. Typrnas. Yes, sir; it has been constantly being kicked around. 

Mr. 'Tortn. In that case, Mr. Tydings, your memory on this par- 
ticular matter would be much better than it would be on most things 
that transpired in 1946; would it not? 

Mr. Typrnos. Yes. 

Mr. 'Tontn. Since this has been brought to your attention so many 
times since then, you are likely to recall this much more clearly ? 

Mr. Typ1nes. Yes; I think so. 

Mr. Torry. How did you make these four payments that you de- 
scribed, by check ? 

My Tyoprnes. By check. 

Mr. Torin. At the time you made those check payments what was 
your practice with respect to your canceled checks? Did you keep 
them ¢ 

Mr. Typtnes. The only canceled checks were for taxes, or some- 
thing like that, that I would have to go to. 

Mr. Tosrn. What do you do; throw them aw: ay as soon as you get 
them from the bank every month? 

Mr. Typrnas. Well, I had this: Each time I signed a new note, I 
had gotten the old note. 

Mr. Torsry. Did you keep those? 

Mr. Typrnas. I tore those up because there was nothing else against 
me except the new one. 

Mr. Torrx. What about the canceled checks? 

Mr. Typrnas. I don’t have them back that far. 

Mr. Tostn. What was your habit then? Did you discard them 
monthly, or at the end of the year? 

Mr. Typrnos. Usually when they came back at the end of the month, 
I’d check them against the checkbook. That was the only purpose 
they served for. 

Mr. Torry. Then would you dispose of them at that time? 

Mr. Typrnas. Yes. 

Mr. Torry. So that when this matter came to the attention of the 
Intelligence Unit, for example, you did not even have canceled checks 
then? 

Mr. Typtnes. No. 

Mr. Sapiaxk. Did he retain the check stubs, however ? 

Mr. Typ1nes. I don’t think so. I don’t have those. 

Mr. Sapiax. You threw it out completely ? 

Mr. Types. Well, I’d use those little folding books like that [in- 
dicating], and records have been examined, I know, by the Intelli- 
gence Unit, by the Inspection Service, and by the Internal Revenue 
Bureau. 

Mr. Tosry. You are not able and have never been able in the course 
of all these investigations to produce yourself any of your own 
records relating to this matter so you could establish a defense for 
yourself? 
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Mr. Typrnas. No, sir; and they have never been able to produce a 
note showing Garner’s endorsement on it, either. 

Mr. Tovrn. As far as you are concerned you have not and never 
have kept the renewal notes, the canceled checks, the check stubs, or 
any of the documents relating to this matter / 

Mr. Typrnes. No, sir. 

Mr. Topin. Do you keep the bank statements ? 

Mr. Typines. We have started keeping them now. 

Mr. Tosrn. Did you keep them then ? 

Mr. Typines. No. 

Mr. Tonrn. When did you begin to keep them ? 

Mr. Typrnes. In *48, 49, *50. 

Mr. Tostry. Do you havethem for 1948 ? 

Mr. Typines. Yes. I took those down to the collector’s office in 
Atlanta and they reviewed my income-tax returns for those years, and 
I got a refund of $72. 

Chairman Kean. One question about that. What interest did they 
charge on that loan? 

Mr. Typinos. Six percent. 

Chairman Kean. When you made the notes out, did you make them 
out for the full amount with the interest on it? 

Mr. Typincs. When I made the original loan they deducted some 
interest then, so it was twenty-nine-hundred-and-some-odd dollars. 

Chairman Kran. In other words, they were making the note in such 
a way that they were making a lot more than 6 percent ? 

Mr. Typines. That’s right. I didn’t know what I had gotten 
hooked into until I was in it, and then I just had to make the best of it. 

Mr. Byrnes. Mr. Tydings, when did you say your brother-in-law 
died? Was it 314 years ago, did you say ¢ 

Mr. Typrnos. I think so. 

Mr. Byrnes. That would be about 1949 sometime ? 

Mr. Typrnes. It happened at Virginia Polytechnic. He had gone 
down there to his son’s graduation and died down there. That was 
about °49. 

Mr. Byrnes. The Intelligence Unit began an investigation of this 
transaction in 1947? 

Mr. Typtnes. °46. °46 and °47. 

Mr. Byrnes. And it has continued? 

Mr. Typines, Yes; been going on ever since, either by one outfit or 
another. 

Mr. Byrnes. Yet you say that your sister never knew anything 
about this? 

Mr. Typrnes. No. 

Mr. Byrnes. Nobody knew anything about this transaction as far 
as what the money was to be used for except yourself, your wife, 
and your brother-in-law ? 

Mr. Typrnes. That is right. 

Mr. Byrnes. Even though this matter was under investigation all 
this period of time? 

Mr. Typrnas. I don’t follow you, sir. 

Mr. Byrnes. They started investigating this loan and the circum- 
stances surrounding it, did they not? 

Mr. Typrnos. Yes, sir. 
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Mr. Byrnes. The Intelligence Unit? 

Mr. Typrnes. Yes, sir. 

Mr. Byrnes. Back in 1946? 

Mr. Typrnes. Yes, sir; but nobody had ever been up there to his 
home in East Orange, N. J., to contact him about it. 

Mr. Byrnes. You never got any verification from him? He was 
still living? 

Mr. Typrnas. He was still living and lived for 2 years after that 
investigation started. 

Mr. Byrnes. Did you ever get any letter from him to confirm, for 
instance, the fact that you had given ‘him $3,000 ? 

Mr. Typrnes. Oh, no; I didn’t ask for a receipt or anything like 
that from him. 

Mr. Byrnes. Even after the investigation started you did not think 
it was advisable to get your records clear with evidence ? 

Mr. Typrnos. I was going to let them go there to him and find out 
for themselves. I didn’t want to pry him or anything else, and for 
the same reason I didn’t tell my sister when I knew this would be 
coming up again. I didn’t write and tell her that if somebody came 
in there to tell them so-and-so. I let them go in there cold as far as 
she was concerned. 

Mr. Byrnes. And nobody ever did contact her until recently? 

Mr. Typrnos. Just last week. 

Mr. Byrnes. Even though the investigation started back in 1946? 

Mr. Tyrprnes. Yes, sir; that is right. 

Mr. Byrnes. When did you first tell the Intelligence Unit that 
this was a matter of a loan? 

Mr. Typrnas. In 1946 when it first happened. 

Mr. Byrnes. You told them that you borrowed the money to send 
to your brother-in-law ¢ 

Mr. Typines. Yes, sir. It is a matter of record, sir. 

Mr. Tosrn. I have one final question. When this matter became 
the subject of investigation by the Intelligence Unit, were you asked 
by the Intelligence Unit why you borrowed this money from the Bank 
of Georgia ? 

Mr. Typrn@s, Yes, sir. 

Mr. Tostn. What did you tell them? 

Mr. Typines. Same thing I told you. 

Mr. Torry. You told the Intelligence Unit that you borrowed this 
money to give to your brother-in- law? 

Mr. Typrnas. Yes, sir. 

Mr. Tosry. That was testimony under oath? 

Mr. Typ1nos. Yes, sir. 

Mr. Torsry. You did not tell them, for example, that you had bor- 
rowed this money to buy a house ? 

Mr. Typrnes. No. 

Mr. Tozstn. Mr. Tydings, I will ask you that question again: At 
the time you were investigated for this matter by the Intelligence Unit 
and interviewed under oath by the Intelligence Unit, some years ago, 
you were asked why you made this loan from the Bank of Georgia, and 
what was your answer to that? 

Mr. Tyvrnés. To keep my brother-in-law from losing his house. 
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Mr. Tosrn. I ask you specifically: Did you tell the Intelligence 
Unit that you borrowed this money for the purpose of buying a house 
for yourself ? 

Mr. Typ1nGs. I did not, sir. 

Mr. Topry. You are quite sure of that? 

Mr. Typrnes. I know I didn’t. 

Mr. Torin. Yes. 

Chairman Kran. Mr. Tydings, will you please come back to- 
morrow ¢ 

Mr. Typrnes. Yes. 

Chairman Kran. We have not completed the interrogation yet. 

The meeting tomorrow will be held in our ordinary committee room 
on the first floor. The committee now stands adjourned until 10 
o'clock tomorrow morning. 

Mr. Typtn@s. I would like to be released as soon as I can because 
I am sick, just about on the verge of pneumonia. 

(Thereupon, at 12:25 p. m., a recess was taken to reconvene at 10 
a.m., Friday, February 27, 1953.) 
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FRIDAY, FEBRUARY 27, 1953 


Houser or RepresEeNtTATIvEs, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL RevENvUE Laws, or THE 
CoMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room, of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcommit- 
tee) presiding. 

Present: Representatives Kean, Byrnes, King, and O’Brien. 

Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel, and Arthur J. Schissel, attorney. 

Mr. Byrnes (presiding). The committee will come to order. 

Will Mr. West step forward, please ? 

Will you raise your right hand? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so he Ip) you God? 


Mr. West. I do. 


TESTIMONY OF LEWIS W. WEST, COLUMBIA, §&. C. 


Mr. Byrnes. Will you give your full name and address to the 
reporter ¢ 

Mr. West. Lewis W. West, Columbia, S.C. 

Mr. Byrnes. Mr. Tobin, will you inquire ? 

Mr. Torin. Mr. West, the State of South Carolina is in the Atlanta 
district of the Aleohol Tax Unit; is that right ? 

Mr. West. Yes, sir. 

Mr. Torrn. How long have you been investigator in charge for the 
State of South Carolina ? 

Mr. West. Since September 1946. 

Mr. Tosrn. In the spring of the year 1949 did the district supervisor 
at Atlanta retire? 

Mr. West. Yes. 

Mr. Torrn. That was Mr. Hearington ? 

Mr. West. Yes, sir. 

Mr. Tosry. And thereafter who took his place? 

Mr. West. Mr. W. G. Malsie. 

Mr. Tosrn. Was made acting ? 

Mr. West. Acting at first; yes, sir. 
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Mr. Torry. For the period of time that Mr. Malsie was acting dis- 
trict supervisor, was there a conflict between him and someone else 
as to who should get the post of district supervisor ¢ 

Mr. West. Yes, sir. 

Mr. Tornry. Who was the other person seeking the post? 

Mr. West. Mr, Donald S. Tydings. 

Mr. Torin. He at that time was assistant supervisor, enforcement, 
in the district ? 

Mr. West. Yes, + 

Mr. Torry. And as such he was your superior; is that right? 

Mr. West. Imme di ite superior; yes, sir. 

Mr. Toprn. Did Mr. Tydings ever discuss with you his candidacy 
for the post of district supervisor ? 

Mr. West. Yes, sir. 

Mr. Torry. Did he ever ask you to obtain for his candidacy political 
support? 

Mr. West. Yes, sir. 

Mr. Tostn. Will you describe that request, please ? 

Mr. West. We received in the Atlanta mail one morning a notice 
signed by Mr. Hearington saying that he was retiring and that Mr. 
Malsie was taking his place as acting district supervisor. 

Now, as I remember it, this notice came in on the day that Mr. Malsie 
took charge, and it was evidently m: tiled the day before, Mr. Hearing- 
ton’s last day in office. 

Anyway, it was the day that we received the notice in the office 
of the change that about midafternoon Mr. Tydings called on me on 
the telephone and he said, “I guess you heard what’s happened down 
here.” 

I said, “Yes, we got the notice in the mail this morning. We were 
very surprised Mr. Hearington was retiring.” 

And he said, “Well, it was a big sec ret. They tried to keep it very 
quiet, sprung this on us all of a sudden.” 

He said, “I would appreciate it if you will get in touch with a mem- 
ber of the South Carolina delegation” 

Mr. Tostn. Who was that member? 

Mr. West. That was Senator Olin D. Johnston. 

Mr. Tosrn. He asked you to get in touch with Senator Johnston 
and ask Senator Johnston to support his candidacy for the post of 
district supervisor ? 

Mr. West. Yes. 

Mr. Tosrn. Did you do so? 

Mr. West. I did. 

Mr. Tosrn. Did you thereafter report the matter to Mr. Tydings? 

Mr. West. Yes. 

Mr. Tortn. Mr. Tydings testified yesterday in answer to a direct 
question that he me never asked you for your assistance in getting 
political support for this job of district supervisor. 

Do you contradict his testimony specifically ! 

Mr. West. Yes, sir. 

Mr. Tosrn. How did you go about contacting Senator Johnston in 
this matter? 

Mr. West. Well, immediately after hanging up the telephone in 
talking to Mr. Tydings, I put in a call to Senator Johnston and 
reached his office, and his office said he was on the Senate floor and the 
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call was transferred to the Senate floor and I talked to him from the 
Senate floor. 

Mr. Tostn. Did he agree to grant your request? 

Mr. West. Yes, sir. 

Mr. Tostn. As far as you know he did support—— 

Mr. West. As far as I know. I haven’t discussed it with Senator 
Johnston since that time. 

Mr. Tosrn. So you do not know what the Senator actually may 
have done? 

Mr. West. I do not. 

Mr. Torin. That is all I have, Mr. Byrnes. 

Mr. Byrnes. Are there any further questions! 

You are excused, Mr. West. 

Mr. McPherson, please step forward and be sworn, please sir. 

Do you solemnly swear that the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 


Mr. MoPuerson. Yes, sir. 
TESTIMONY OF SAMUEL 0. McPHERSON, NEW ORLEANS, LA. 


Mr. Byrnes. Will you give your name and address to the reporter ? 

Mr. McPuerson. Samuel O. McPherson, New Orleans, La. 

Mr. Byrnes. Mr. Tobin, will you inquire? 

Mr. Tosrn. Mr. McPherson, what is your present post of duty 
with the Bureau of Internal Revenue? 

Mr. McPuerson. New Orleans, La, 

Mr. Tosrn. In what capacity ? 

Mr. MoPuerson. I am Chief of the Special Investigative Section. 

Mr. Tostn. How long have you held that post? 

Mr. McPuerson. Since January 4 this year. 

Mr. Tosrn. Prior to that time where did you serve, Mr. McPherson ? 

Mr. McPuerson. I served about 2 years as special investigator in 
Montgomery, Ala., and for approximately 8 years prior to that I was 
aide to the assistant supervisor, enforcement, at Atlanta, Ga. 

Mr. Torstn. Mr. McPherson, your present post is roughly the same 
as that of aide? 

Mr. McPuerson. Yes, sir; same thing. The title has been changed 
with the reorganization. 

Mr. Tosrn. You were the aide to the assistant supervisor, enforce- 
ment, then in the Atlanta district in 1944; is that right? 

Mr. McPuerson. Yes, sir; I went there as aid in 1942. 

Mr. Toxstn. So that you were the aid at the time that Mr. Donald 
Tydings came to Atlanta as assistant supervisor ? 

Mr. McPuerson. Yes, sir. 

Mr. Torin. How would you describe the relations between yourself 
and Mr. Tydings when he first came to Atlanta in 1944? 

Mr. McPuerson. Very cordial. 

Mr. Toptn. Very cordial ? 

Mr. McPuerson. Yes, sir. 

Mr. Torry. Did he live at your home when he first came there? 

Mr. McPuerson. Yes, sir. 

= Tosr. And your working relationships were very satisfactory 
then ’ 





934 INTERNAL REVENUE INVESTIGATION 


Mr. McPuerson. That’s right. 

Mr. Torry. Thereafter did your relationships worsen ? 

Mr. McPuerson. Yes, sir. 

Mr. Tosry. Would you describe the reasons for that ? 

Let me ask you this: Did Mr. Tydings make a practice of borrow- 
ing money from you? 

Mr. McPuerson. Yes, si 

Mr. Tosry. In small amounts, 5 or 10 dollars? 

Mr. McPurrson. Well, I believe $10 was the smallest at first, up to 
$100, which he paid back on time, and later on he borrowed $300 at 
one time and $350 at one time, which was by check. I gave him a 
check for those. 

My best recollection is that he borrowed approximately $250 in 
currency and $650 by check. 

Mr. Tosry. Do you have those checks with you, sir? 

Mr. McPuerson. I furnished them to you a while ago. 

Mr. Torry. Most of this money was paid to you as per agreement by 
Mr. Tydings? 

Mr. McPuerson. Yes, sir. 

Mr. Tosry. Did there come a time when he borrowed money from 
you which he did not repay ? 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. Did you ask him to repay you? 

Mr. McPuerson. Yes, sir. 

Mr. Tourn. What was his answer? 

Mr. McPurrson. He promised each time we discussed it he would 
pay it next paydi Ly. 

Mr. Torrn. But the next payday never came? 

Mr. McPurrson. No, sir. I did not get the last of the money back 
for approximately 2, maybe 214 years. I don’t remember the exact 
date it was finally paid back. 

Mr. Tosrn. He came to you and told you that he would pay you 
back? 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. And did so? 

Mr. McPuerson. Yes, sir. 

Mr. Torin. Did he indicate to you that he had been directed to 
repay you? 

Mir. McPuerson. The only indication was that he asked me to sign 
a receipt for the payment, which had not ever been done before. 

Mr. Torin. The matter of his having borrowed money from you, 
his immediate subordinate, and not having repaid it, would be oie 
factor that led to strain between the two of you? 

Mr. McPuerson. That was one; yes, sir. 

Mr. Tontn. Were there any other elements that led to difficulties 
between you and Mr. Tydings? 

Mr. McPrerson. I can’t hear you there. 

Mr. Torin. Were there any other situations which led to difliculty 
between you and Mr. Tydings? 

Mr. McPuerson. Yes, sir. 

Mr. Tozrn. What was the next such incident ? 

Mr. McPuerson. I might say first that it was my duty all the time 
[ was aid to the assistant supervisor to give efficiency ratings to special 
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investigators, which I did, and it was Mr. Tydings’ duty to review 
those efficiency ratings and he could change them up or down as he 
saw fit. 

The first efficiency rating period after he came, he called in one 
of the special investigators that I had rated and showed him the 

rating I had given him and the rating I had given some other men 

and said, “Mack is being awful unfair to you and I will show you 
what I am going to do about it,” and he changed the rating, which, 
as I said, he had a right to change, but I didn’t feel like he had a right 
to tell the man that I had been very unfair to him and show him that 
I had ra‘ someone else at a better rating than he had had. 

Mr. To. x. Who was that special investigator ? 

Mr. McPhee. That was Norfleet Vick. 

Mr. Tostn. That, of course, would cause a strain between you and 
Mr. Vick, who was one of your subordinates ? 

Mr. McPuerson. Yes, sir. Mr. Vick’s family and my family had 
been friends for a number of years. Mr. Vick and I had worked 
together prior to me becoming aid and that, of course, made a bad 
situation. 

Mr. Torry. What was the next incident that caused strain between 
you and Mr. Tydings? 

Mr. McPuerson. There was almost continuous—well, I don’t know 
a better word than to say feud between Mr. Tydings and the supervisor. 

Mr. Tosrn. Which supervisor / 

Mr. McPuerson. Mr. Hearington, at that time. They were not 
friendly toward each other, and I had known Mr. Hearington ever 
since I first started in the Government service and Mr. Tydings was 
my immediate superior. I was his aid. 

In other words I was closer to him than anyone else in the office 
officially, and I was kind of in between a couple of fires there and 
it made it very unpleasant to try to maintain friendships and good 
relationships when that situation existed between the two bosses. 

Quite frequently Mr. Tydings would assign special investigators 
on cases without reference to me, where the record would be kept 
and the weekly enforcement activity report would be made. I wouldn’t 
know what they were doing. 

Later on, that is. I'd say the second year he was there, he pulled 
out special investigators from their regular assignment and had them 
work directly under him, and the only reference I was supposed to 
make to those men in the report of their activities was the fact that 
they were assigned directly under the supervision of the assistant 
supervisor, enforcement, which I did. 

Mr. Torry. Do you know of any other district in which a similar 
arrangement was employed by the assistant supervisor, enforcement ? 

Mr. McPuerson. No, sir; I don’t. 

Mr. Torin. Yesterday, Mr. McPherson, we had testimony relating 
to a loan which Mr. Tydings had made from a bank in Atlanta, Ga. 
Did that incident cause friction between yourself and Mr. Tydings? 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. Was the matter of the loan first discovered by your 
investigators ¢ 

Mr. McPuerson. No, sit 
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Well, I don’t know who first discovered it, but the first people 
who mentioned it to me were two men who were actually special 
investigators but had been assigned to work under the investigator 
in charge by Mr. Tydings. That would be Mr. McQuown and Mr. 
Pruitt. Those men called me one day in the office and asked me to 
have coffee with them. 

I went across the street and they had a statement allegedly pre- 
pared by an attorney representing a Mr. James Garner in which he 
outlined, I thought from the reading of the statement—that Mr. 
Garner had made a personal loan to Mr. Tydings, and that the attor- 
ney, whose name I don’t recall right off-—— 

Mr. Tostn. That would be Mr. J. F. Kemp? 

Mr. McPuerson. Yes. 

He had indicated in his statement that Mr. McQuown and Mr. 
Pruitt had that he had been employed by Mr. Garner to try to recover 
the loan, and indicated further that there was some difference between 
Mr. Garner and Mr. Tvdings as to why the loan was made. 

I never talked to Mr. Kemp or Mr. Garner about it. 

Mr. Torstn. The statement as shown to you by these two special 
investigators, if involving any special investigator in your section, 
for example, would that have caused you to make a report of the 
matter to your superior ¢ 

Mr. McPuerson. No, sir; those men were in fact special investi- 
gators, but were assigned under Mr. Knox Johnston at that particular 
time and they were not under my immediate supervision. 

Mr. Tost, If facts of this nature relating to one of your own 
men had come to your attention would you have reported such a 
matter to your superiors and made a request for an investigation ? 

Mr. McPuerson. Yes. I would have reported it. If it involved 
Mr. Tydings like this one did, I would have reported it to the super- 
visor. 

Mr. Tosty. Did you do so in this case? 

Mr. McPuerson. No, sir; I did not. 

Mr. Torry. What was the next step so far as you know involving 
this so-called Garner loan ? 

Mr. McPuerson. Involving what? 

Mr. Tortn. This so-called Garner loan ? 

Mr. McPuerson. Well, I know very little about it beyond that 
point. The two men showed me this statement and indicated that 
the United States attorney for the middle district of Georgia had 
been advised of that existing loan because of the fact that Mr. Garner 
had been under investigation by the Special Investigative Section 
and I believe was under indictment at the time in the middle district 
of Georgia, and, naturally, the United States attorney, according to 
these boys’ statement, that is, Pruitt and McQuown, would have been 
interested in such a loan at a time from a person 

Chairman Kean. Was he under indictment for liquor violations? 

Mr. ree Black-market operations, as I recall. 

Chairman Kean. In liquor? 

Mr. McPuerson. Yes, sir; in liquor. 

Mr. Torry. A case made by your office ? 

Mr. McPuerson. Yes, sir. 

Mr. Torry. Was this loan well known to employees in the local 
office of the Alcohol Tax Unit? 
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Mr. McPuerson. Well, I would say within a week after they 
showed me this statement that half the employees in the headquarters 
office mentioned the fact at some time or other when we would be 
together. I think it became very well known immediately thereafter. 

Mr. Tosrn. And what was the attitude of the employees toward 
Mr. Tydings once this fact became known ¢ 

Mr. McPuerrson. Well, it was very critical. 

Mr. Torstn. Was there any expectation that Mr. Tydings would be 
disciplined for this offense ¢ 

Mr. McPuerson. Yes, sir. I heard that thought expressed quite 
a number of times and I can’t recall just now by what individuals. 

Mr. Tosin. Did you ever discuss this matter with Mr. Hearington ? 

Mr. McPuerson. Oh, yes. 

Mr. Tozin. What was his opinion of it? 

Mr. McPuprson. Well, he seemed to think that there would be some 
disciplinary action taken soon. 

Mr. Tosrn. Had he reported the matter to his superiors in Wash- 
ington ? 

Mr. McPuerson. I assume so; yes, sir. I don’t know that. 

Mr. Tosrn. Did the Intelligence Unit make an investigation of this 
matter ¢ 

Mr. McPuerson. Yes, sir. 

Mr. Tosrtn. And thereafter was any disciplinary action taken 
against Mr. Tydings ? 

Mr. McPuerson. None that I know of. 

Mr. Tosin. Was that fact made known to employees of the Atlanta 
office ¢ 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. And what was the reaction among the employees when 
that became known? 

Mr. McPuerson. Well, I think the old expression “get by” was used 
quite frequently, that it seems you can get by if you have the right 
connections. 

Mr. Tostn. The feeling was that other employees without such con- 
nections would not have escaped disciplinary action in this matter! 

Mr. McPuerson. That’s right. 

Mr. Tosrn. Would that have had an effect on the discipline and 
morale in the office, in your judgment ? 

Mr. McPuerson. I can’t recall] of any specific instance, but I would 
say that it did have an adverse effect on the morale, but I can’t recall 
any instance of discipline that it interfered with. I just don’t know 
of any. 

Mr. Torrn. The Intelligence Unit investigation of this matter took 
place and was completed before Mr. Hearington left; is that right ¢ 

Mr. McPuerson. Yes, sir. 

Mr. Topsrn. It was shortly after that that Mr. Hearington retired 
and Mr. Tydings sought the post of district supervisor ? 

Mr. McPuerson. That’s right. 

Mr. Tosin. During this period when Mr. Malsie was acting district 
supervisor was Mr. Tydings active in the office seeking support for 
his own candidacy ¢ 


29091—53—pt. A 





238 INTERNAL REVENUE INVESTIGATION 


Mr. McPuerson. I can say that by the other employees telling me 
that he had solicited their help. He never solicited mine. 

Mr. Torntn. By that time in 1949 were the relations between your- 
self and Mr. Tydings cooler than they had been since 1944? 

Mr. McPuerson. Yes, sir; very unpleasant. 

Mr. Tostn. Do you know whether Mr. Tydings had made state- 
ments to employees in the office that he expected to become the district 
supervisor ¢ 

Mr. McPuerson. Such statements were made to me by people who 
allegedly heard him make such statements. 

Mr. Torry. But not direct to you 4 

Mr. McPuerson. No, sir; Mr. Tydings never made that kind of 
a Statement to me. 

Mr. Tortn. Did Mr. James Rogers, the then investigator in charge 
of the State of Alabama, discuss that matter with you ¢ 

Mr. McPurrson. Yes, sir. 

Mr. Tosry. What did he say ¢ 

Mr. McPuerson. Mr. James Rogers at one time told me that Mr. 
Tydings was going to be supervisor and that he, Mr. Rogers, was 
going to be assistant supervisor, enforcement, without elaboration. 

I don’t know. He just said that was the setup that was coming. 

Mr. Tostn. Were there any other people who seemed to think that 
was going to happen ? 

Mr. McPuerson. Well, there were several people who feared it 
was going to happen; yes, sir. 

Mr. Torin. During this 5-month period would it be accurate to say 
that Mr. Malsie and Mr. Tydings were both active in seeking support 
and that the office was being divided into two factions? 

Mr. McPuerson. Yes, sir. 

Mr. Tostn. Was it possible to stay neutral in this feud ? 

Mr. McPuerson. Very difficult, sir. 

Mr. Tostn. You ultimately were transferred from the Atlanta dis- 
trict ¢ 

Mr. McPuerson. Yes, sir; at my own request. 

Mr. Tosrn. Why did you request a transfer, Mr. McPherson ? 

Mr. McPuerson. I requested a demotion and a transfer for the rea- 
son of this unpleasantness that was in the office. 

Mr. Topix. You felt that circumstances were such that you wanted 
to leave even at a cost in salary? 

Mr. McPuerson. I could not subscribe to the way certain investi- 
cations were being handled, and certain men assigned, and so on, and 
I thought it best for me to move, and I made the request and after a 
considerable length of time it was granted. 

Mr. Tostn. One of the investigations to which you refer as causing 
your dissatisfaction was one involving Mr. Godwin Davis, or perhaps 
a lack of investigation involving him? 

Mr. McPurrson. That was one that I felt was very poorly managed. 

Mr. Tortn. Who was Mr. Godwin Davis? 

Mr. McPuerson. He has been to my certain knowledge a racketeer 
along the Georgia-Alabama line for 20 years—gambler, whisky, slot 
machines, prostitution, About any kind of racket a man could get 
into, he’s been in it. 
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Mr. Tortn. And well known to your office / 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. Did he come to your office and discuss with Mr. Tydings 
the possibility of his supplying information about bootleggers and 
whatnot in your area? 

Mr. McPuerson. Yes, sir. 

Mr. Tortn. What did Mr. Tydings propose to do with that infor- 
mation ¢ 

Mr. McPuerson. He proposed to use that information to apprehend 
other violators in that area. 

Mr. Torin. Some of whom might be considered to be Mr. Davis’ 
competitors, so to speak ? 

Mr. McPuerson. Yes, sir; definitely. 

Mr. Tostn. Did Mr. Tydings discuss this matter with you? 

Mr. McPuerson. Yes, sir. 

Mr. Tostn. What was your reaction ? 

Mr. McPuerson. I advised Mr. Tydings what I knew about Mr. 
Iavis in years gone by, and he assigned me to go over and get Mr. 
Davis’ information to work out later on. 

Mr. 'Tostn. What was Mr. Davis’ proposal, in substance ¢ 

Mr. McPuerson. Well, he proposed to furnish information to our 
unit regarding liquor haulers who were picking up moonshine whisky 
from down in south Georgia and north Florida and bringing it into 
Columbus, Ga., and Phoenix City and Girard, Ala. 

Mr. Topnin. Was he to take an active part in the apprehension of 
these violators? 

Mr. McPurrson. Nothing more than to furnish the information as 
to when they were coming in with their load. 

Mr. Torry. You felt that this proposal on his part was improper in 
some respects ¢ 

Mr. McPuerson. No, sir; I thought his proposal was all right if he 
had been in earnest about it himself. I worked his information very 
carefully for a long time, and nothing happened. He did not furnish 
any information that worked out at all. 

Mr. Tostn. What was the source of your dissatisfaction with this 
proposed arrangement ? 

Mr. McPuerson. Godwin Davis told Mr. Tydings in my presence 
about a man named John Crook, who was assigned in the area where 
Godwin Davis lived. 

Mr. Tortn. One of your men? 

Mr. McPuerson. Yes, sir. 

Mr. Tydings promised Godwin Davis that he would discipline John 
Crook because John Crook had failed to do what Godwin Davis told 
him to do. 

Godwin Davis went away feeling that he had gone up and caused 
a man—who was, in my opinion, conscientious on the job—to be dis- 
ciplined in some way. 

Mr. Tozstn. Would Mr. Crook’s conduct as stated to you by Mr. 
Davis have made him properly a subject for disciplinary action ? 

Mr. McPuerrson. I would think right to the contrary. His con- 
duct should have been praiseworthy. 

Mr. Torry. Did Mr. 'Tydings promise that disciplinary action would 
follow of Mr. Crook ? 
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Mr. McPuerson. Yes, sir. He told Mr. Godwin Davis in my pres- 
ence that he would take care of the Crook situation in short order. 

Davis was complaining about Crook’s searching some of his (as he 
called them) outlets, some of his colored people who worked for him 
in the slot-machine business and whisky business. Mr. Crook had 
made some searches of those places, and Mr. Davis was critical of 
Crook for that reason ; wanted him withdrawn or something to happen 
to him so he wouldn’t bother his outlets. 

Chairman Kran. The deal that Mr. Davis tried to make was that 

Mr. Davis would be allowed to go hog-wild with his illegitimate 
transactions ¢ 

Mr. McPuerson. No, sir; there was no agreement there other than 
that—well, just the tacit understanding that if he furnished some 
good information that would be considered favorably for him. 

Chairman Kean. Yes, but if Mr. Crook was going to be disciplined 
because he had not let Mr. Davis go hog-wild 

Mr. McPuerson. That was the inference, sir. 

Chairman Kran (continuing). On the situation it would look as 
though the whole deal was that he was going to be allowed to have the 
field in exchange for giving the information about the other people. 

Mr. McPuerson. Well, the thing I resented about it was that I knew 
the character of the man who was to furnish the information and I 
thought he was trying to make such a deal, and the inference was that 
that kind of deal was in the making. 

It was not stated in so many words. 

Mr. Tostn. That was clearly objectionable to you? 

Mr. McPuerson. Yes, sir. 

Mr. Tostn. Before we go on, Mr. McPherson, I want to show you 
these two checks, one dated J uly 9, 1946, in the amount of $300, and 
the other dated ‘April 11, 1946, in the amount of es wo ask you 
if these are your checks drawn to Mr. Donald S. Tydin 

Mr. McPuerson. Yes, sir; both of those are my checks. 

Mr. Tosrn. And they represent loans by you to Mr. Tydings? 

Mr. McPuerson. Yes, sir. 

Chairman Kran. Along that line, Mr. McPherson, a letter was put 
in the record yesterday showing that Mr. Tydings had written to the 
Department stating that he paid off loans. Do you know how the 
Department. had the knowledge that there were loans? I mean did 
7 complain to the Department’ ? 

Mr. Mc ‘Person. No, sir; I did not. Mr. Avis told me about the 
Ist of this month that the supervisor advised him that there were 
some loans outstanding. I made no complaint to anyone about them. 
Mr. Tydings was my immediate superior. 

Chairman Kran. You were there when Mr. Tydings arrived ? 

Mr. McPuerson. Yes, sir. 

Chairman Kean. Did Mr. Tydings make people work harder 
and make them stop drinking and thus incur the enmity of the staff 
for that reason ¢ 

Mr. McPuerson. I never heard of that, sir. 

Chairman Kean. That was the testimony of Mr. Tydings yester- 
day, as I remember it: that the reason for the enmity of the staf 
was that he found heavy drinking among the members of the staff 
when he got there, and that he had stopped that and that he also 
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found that they were not working hard and made them work harder; 
for that reason, they had resentment against him. 

Mr. McPuerson. I don’t believe that was right. That didn’t 
happen in my case, I know. I don’t drink. 

Chairman Kean. I am not talking about you personally; I mean 
the rest of the employees. 

Mr. McPuerson. I never heard of it happening in any case. I just 
don’t know. 

Mr. Tosrn. Mr. McPherson, as part of your duties as aid, did you 
have supervision over the Raw Materials Section in your office? 

Mr. McPuerson. No, sir; that was directly under Mr. Tydings. 

Mr. Tostn. Was that the normal arrangement? 

Mr. McPuerson. No, sir; that is not the normal arrangement. 

Mr. Tosrn. Customarily the aid has charge ¢ 

Mr. McPuerson. Yes, sir; customarily. 

Mr. Tosrn. The Raw Materials Section in your then district would 
be of considerable importance in connection with your enforcement 
work? 

Mr. McPuerson. Yes, sir; very important. 

Chairman Kean. Will you explain what you mean by 
materials” ? 

Mr. McPuerson. There is a statute requiring people who deal in 
sugar, grain, and certain materials that go into the making of moon- 
shine liquor to report to our department, when they are served with 
a letter of demand, sales of those materials. 

Chairman Kran. I understand. Thank you. 

Mr. Torry. So that by keeping track of the disposition of say, 
sugar, for example, you are pretty likely to know who is making illicit 
moonshine ? 

Mr. McPuerson. Yes, sir. 

Mr. Torrn. Who was the Chief of the Raw Materials Section ? 

Mr. McPuerson. Mr. Plampin was the Chief. Mr. Merrick was 
Chief when I went there, and then Mr. Plampin was made Chief soon 
after Mr. Tydings came. 

Mr. Tosry. Mr. Plampin reported directly to Mr. Tydings, con- 
trary to the customary procedure ! 

Mr. McPuerson. Yes, sir. 

Mr. Tostn. Was there a dealer in raw materials in your district 
known as Tommy Thompson ? 

Mr. McPuerson. Yes, sir; very big dealer. 

Mr. Torsrn. A big dealer in these materials? 

Mr. McPuerson. Yes, sir. 

Mr. Tostn. Was he a reliable source of information as to the dis- 
position of his products? 

Mr. McPnerson. That I could not say, sir, because Mr. Tydings 
told me that he was handling all of Tommy T hompson’s information 
personally, and I don’t know what kind of information he furnished. 

Mr. Torry. Was Mr. Thompson a dealer of significant enough 
proportions so that customarily you would have given him what 
you would call a demand letter? 

Mr. McPuerson. Yes, sir. 

Mr. Torrn. Requiring him by law to report these things? 

Mr. McPuerson. Yes, sir. 


“ 


raw 
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Mr. Tosrn. Had Mr. Thompson an adverse reputation with your 
unit ¢ 

Mr. McPuerson. Yes, sir. 

Mr. Torry. On what was that based ? 

Mr. McPuerson. He was believed to be the source of supply for 
several moonshine organizations, a source of supply for their raw 
materials. 

Mr. Tortn. So that, had you been able to get accurate information 
as to where he was sending those raw materials, you might have been 
able to locate some of these stills? 

Mr. McPuerson. Yes, sir; very definitely. 

Mr. Torry. Mr. Thompson was not given a so-called demand letter ; 
is that right? 

Mr. McPuerson. As far as I know, he never was. 

Mr. Tosry. Did I understand you to say that Mr. Thompson’s rec- 
ords and information were handled personally by Mr. Tydings? 

Mr. McPuerson. So I understood. Mr. Tydings told me that; that 
he was handling it, and for me not to contact him. So, I did not. 

Mr. Tosrn. Did you consider that an improper arrangement with 
Mr. Thompson ? 

Mr. McPuerson. Well, yes, sir. 

Mr. Torsrn. That was one of the matters 

Mr. McPuerson. That was one of the matters that we did not see 
eye to eye on, sir. 

Mr. ‘Tosrn. Did you ever discuss with Mr. Hearington the reasons 
for his retirement as district supervisor in 1949 ¢ 

Mr. Mc PHERSON. Not in any great detail. 

Mr. Torry. Did he ever make any statement to you about his reason 

Mr. McPuerson. Well, one thing he told me was one time he ex- 
pressed this: He said, “This district just isn’t big enough for me and 
Don Tydings both”; so he left. 

Mr. ‘Torn. He was the superior, but he left? 

Mr. McPuerson. Yes, sir. 

Mr. 'Tosrx. Do you know whether Mr. Hearington was dissatisfied 
with the action taken by the Bureau with respect to his several recom- 
mendations for investigs sr or disciplinary action of Mr. Tydings ? 

Mr. McPuerson. Yes, sir; he expressed his dissatisfaction to me 
about those matters. 

Mr. ‘Torin. Those would be which matters in particular? The Gar- 
ner affair was one. 

Mr. McPuerson. Well, one regarding an investigation that was 
made prior to the so-called Garner investigation in which Mr. Tyd- 
ings—well, I would say it was reported that he had purchased some 
wearing apparel and jewelry for one of the girls in the office. There 
was an investigation made about that and ‘Mr. Hearington told me 
nothing happened. It looked as if there should have been some 
action taken then and nothing happened. 

Then when the Garner investigation came and nothing happened 
there, why, he expressed consider rable dissatisfaction about it. 

Mr. Tonry. With respect to this wearing apparel, et cetera, that 
Mr. Tydings was rumored to have pure hased for this girl, have you 
ever seen any of these articles which he was alleged to have 
purchased ¢ 

Mr. McPuerson. Yes, sir; I think I have seen them all. 
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Mr. Tortn. In the office ? 

Mr. McPuerson. Yes, sir. 

Mr. Torin. What were they? 

Mr. McPnuerson. One of them was a rather cheap fur coat, and a 
wristwatch and a ring. 

Mr. Tostn. Diamond ring? 

Mr. McPuerson. Yes, sir. I don’t know. It looked like a dia- 
mond from where I saw it. 

Mr. Tosrn. How did you happen to see these articles? 

Mr. McPuerson. One of the other girls in the office pointed it out 
to me and told me that was Mr. Tydings’ gift to this girl that was in 
the office, purchased with my money. I was interested. 

Mr. Torin. Fortunately for you, you got it back? 

Mr. McPuerson. Yes, sir; I got it back. 

Incidentally, the girl that was involved was working in my office, 
too. 

Mr. Torry. Both these matters were well known and the subject 
of discussion among employees generally ¢ 

Mr. McPuerson. Yes, sir; it was quite open. 

Mr. Torin. What effect did that have on the opinion of the sub- 
ordinates of Mr. Tydings toward him ? 

Mr. McPuerson. Would you state that again, please? 

Mr. Torrx. What effect did these matters have on the respect in 
which Mr. Tydings was held by his own people? 

Mr. McPuerson. Well, it reduced their respect for him 
considerably. 

Mr. Torin. Was it expected that these matters would result in an 
investigation and discipline of Mr. Tydings? 

Mr. McPuerson. I am sorry; I didn’t hear that. 

Mr. Tortn. Was it generally expected in the office that these mat- 
ters to which you have referred would become the subject of investi- 
gation and discipline of Mr. Tydings? 

Mr. McPuerson. Yes, sir; oh, yes. 

Mr. Tosry. And so far as you know that did not happen in either 
case ¢ 

Mr. McPuerson. The investigation was made, but no disciplinary 
action taken. 

Mr. Tosry. And the conclusion drawn by the employees was what? 

Mr. McPuerson. Well, if you have a friend at court you can get 
by with anything. That’s just about the attitude. 

Mr. Torry. With respect to your transfer, Mr. McPherson, what 
was your grade at the time you requested the transfer 

Mr. McPuerson. Eleven. 

Mr. Tosrn. And you requested a transfer and demotion ? 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. To what grade? 

Mr. McPuerson. Grade 10. 

Mr. Torry. As a special investigator ? 

Mr. McPuerson. Special investigator; yes, sir. 

Mr. Torry. And that request was held up for some time? 

Mr. McPuerson. Yes, sir; more than a year. 

Mr. Tozitn. Do you know why it was held up? 

Mr. McPuerson. No, sir. 
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Mr. Tostn. Did you ever discuss the matter with anybody in the 
Bureau ? 

Mr. McPuerson. Yes, sir; discussed it with Mr. Avis. 

Mr. Tostn. What was the substance of that discussion ? 

Mr. McPuerrson. Well, one time Mr. Avis stated to me that he 
knew what should be done, but couldn’t do it, and that was about the 
whole statement. 

Mr. Torry. That is, he knew what should be done with reference 
to Mr. Tydings, but could not do it? 

Mr. McPuerson. Yes, sir. 

Mr. Torrn. Did he tell you why he could not do it ? 

Mr. McPuerson. No, sir; he didn’t. He said that there are lots of 
things come up to the attention of the Bureau that they would like 
to do and feel it should be done that they just can’t do. 

Mr. Torry. And this was one of them ¢ 

Mr. McPuerson. And indicated that this was one of those things. 

Mr. Torry. While you were serving in the Atlanta office did a 
vacancy occur in the office of the investigator in charge for the State 
of Alabama? 

Mr. McPuerson. Yes, sir. 

Mr. Torry. Is that vour home State? 

Mr. McPuerson. Yes, sir. 

Mr. Torin. What was your position at that time, aid ? 

Mr. McPuerson. I was aid to the assistant supervisor, enforcement. 

Mr. Torry. Did you seek the post of investigator in charge in 
Alabama ? 

Mr. McPuerson. Yes, sir; through Mr. Malsie and Mr. Avis. 

Mr. Torstn. Mr. Malsie recommended you for it? 

Mr. McPurrson. I don’t know. He told me to get in touch with 
Mr. Avis and it would be all right with him. I don’t know what 
recommendation he made. 

Mr. Tonty. And thereafter you discussed the matter with Mr. Avis4 

Mr. McPuerson. Yes, sir. 

Mr. Tortn. And what did he tell you he did ? 

Mr. McPurerson. He told me that he would present my name to Mr. 
Mealey along with the others, and later told me that he did. 

Mr. Torry. Did Mr. Avis express any opinion to you of your fitness 
for this post? 

Mr. McPuerson. Yes, sir. 

Mr. Torrn. What was that? 

Mr. McPuerson. He was kind enough to say he thought I could 
fill it well and was well qualified for it and experienced background, 
and so on. 

Mr. Torry. Did he say that if the choice was his he would appoint 
you to that post? 

Mr. McPuerson. Well, he indicated that; yes, sir. 

Mr. Torry. Subsequently, however, someone else was appointed ? 

Mr. McPuerson. Yes, sir. 

Mr. Tortn. Did you ever ascertain from Mr. Avis why that 
happened ? 

Mr. McPuerson. Not from Mr. Avis; no, sir. 

Mr. Torry. Did he ever discuss the matter with you as to what he 
had done with Mr. Mealey? 
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Mr. McPuerrson. No, sir; I never have discussed it with him any 
further. 

Mr. Tostn. Simply advanced the matter to him and he said he would 
do what he could for you, and subsequently another man got the job? 

Mr. McPuerson. That is right. 

Mr. Tostn. Did Mr. Avis ever indicate to you any comment that 
Mr. Mealey had made to him with respect to your candidacy for this 
post ? 

Mr. McPuerson. Yes, sir. 

Mr. Tosry. What was that? 

Mr. McPuerson. Mr. Avis indicated that he had told Mr. Mealey 
that he had a good man to succeed Mr. Rogers and presented my 
name, and Mr. Me: aley asked, “What did the Senators say about it?” 

Mr. Avis said he didn’t know because he had not contacted. 

Mr. Tosrn. Was any suggestion made to you by Mr. Avis or any- 
one else that you should get some endorsements if you wanted to be 
investigator in charge? 

Mr. McPuerson. Not by Mr. Avis; there was by Mr. Malsie. 

Mr. Torin. Did you do so? 

Mr. McPuerson. No, sir; I didn’t try. 

Mr. Tosrn. This was a civil-service post ; was it not ? 

Mr. McPuerson. Yes, sir. 

Mr. Tosrn. And you did not become investigator in charge in 
Alabama ? 

Mr. McPuerson. No, sir. 

Mr. Tosrn. Did you ever discuss this matter of your own lack of 
political connections with Mr. Avis at any subsequent time ? 

Mr. McPuerson. I don’t recall that I have. I may have, but I 
just don’t recall it. 

Mr. Tostn. Have you ever been advised by anyone from the Bureau 
that your own lack of political endorsements has hampered your own 
advancement, other than this post we have discussed ? 

Mr. McPuerson. That gets close to a mighty confidential matter, 
but when Mr. Tydings came to Atlanta as assistant supervisor I was 
already sitting in the next position below and from an efficiency stand- 
point I felt that I should have been stepped up. I discussed that with 
a representative of the Bureau office and was told that my politics 
were not right for the move at that time. 

Mr. Tostn. So you did not get the job? 

Mr. McPuerson. No, sir; 1 didn’t get it. 

Mr. O’Brien. How did they know what your politics were? 

Mr. McPurrson. Well, that’s easy. Immediately after repeal I 
was a citizen of Florida at that time, and you have to register your 

olities when you register as a voter, and they had that up in the 
Sureau. 

Mr. O’Brien. Where did this man come from that got that pro- 
motion ? 

Mr. McPuerson. He was from Alabama. 

Mr. O’Brien. Was he in the service ? 

Mr. McPuerson. Yes, sir. 

Mr. O’Brien. Civil service? 

Mr. McPuerson. Yes, sir; he was working under me. He was a 
special investigator at that time working under me in that job. 
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Mr. O’Brien. Was that a promotion to the job? Did he just auto- 
matically go up? 

Mr. McPuerson. It was a promotion from the job he had; yes, sir. 
I believe he was a grade 9 and he went to grade 11 on that job. 

Chairman Kran. And what were you? 

Mr. McPurrson. I was 11 at the time. It would not have been 
any promot ion for me. 

Chairman Kran. So he jumped two grades and got the position 

Mr. McPuerson. Yes, sir. 

Chairman Kran. Do you think that the people ordinarily go to 
St: ate records to find out how a person has registered in the past ? 

fr. McPuerson. Not ordinarily; no, sir. 

> iin Kran. At that time if they were considering a promo- 
tion, they might check up with the State records and see how a person 
had registered ¢ 

Mr. McPuerson. That is right. I know it did happen in my case. 

Mr. Kine. This is not entirely a matter of registration, is it, Mr. 
McPherson? Is it not more apt to be what faction or what team 
you are on if you are to be favored? In a State you might be all, 
say, Democrats—— 

Mr. McPuerrson. That’s true where it’s all Democrats. It depends 
on whose team you are on, as you say, as to what favoritism you might 
be able to get. 

Mr. Kine. You can be on a losing or winning team and still be 
within the same party. 

Mr. McPuerson. Yes, sir; in the same party, and you could have a 
winning and losing side easily. They do it. 

Mr. Kine. I found that out myself. 

Mr. Torin. I have one final question, Mr. Chairman. 

With respect to this so-called feud, Mr. McPherson, between Mr. 
Malsie and Mr. Tydings, Mr. Malsie played some part in inciting this 
feud, did he not? 

Mr. McPuerrson. Yes, sir; Mr. Malsie was trying to win friends and 
influence people, too. 

Mr. Tosry. Did Mr. Malsie have an unusually hot temper which 
figured in this matter? 

Mr. McPuerson. Yes, sir. 

Mr. Tonrn. And that was known to people in the office? 

Mr. McPuerson. Yes, sir; that was well known. 

Mr. Tosrn. How did that temper manifest itself in ways that would 
be known in the office generally ? 

Mr. McPrerson. Well, to use a slang expression, he would some- 
times just blow his top in the office, get red in the face, raise his voice, 
pound on the desk, and so on, when he was angry. 

Mr. Torry. To be in the middle between these two protagonists was 
not a very good position ? 

Mr. McPuerson. Not an enviable position at all. 

Mr. Tostn. Do you think that this characteristic of the district 
supervisor had any adverse effect on his subordinates 4 

Mr. McPuerson. Well, I would say the fact that he would lose his 
temper in dealing with situations that he did not approve of would 
lower the respect that the men and women would have for him. He 
seemed to be unable, when he was crossed, suddenly, particularly, to be 
calm and collected in handling the situation. 
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Mr. Torry. In general would it be accurate to say that Mr. Malsie 
was well liked by those in the office who were not part of those in the 
so-called Tydings faction ? 

Mr. McPuerrson. Yes, sir; I would say generally speaking he was. 

Mr. Torry. And he was an effective enforcement officer ? 

Mr. McPuerson. In my opinion; yes, sir. 

Mr. Torry. In this district. 

Mr. McPuerson. Yes, sir. 

Chairman Kran. You talk about a Tydings faction. Was there a 
group in the office which would be called a Tydings faction and an- 
other group which would be called a Malsie faction ? 

Mr. McPuerson. Well, it would be hard to call them factions, I 
think. It was very easily ascertained who was for Mr. Tydings and 
who was for Mr. Malsie. ‘They were operating at cross-purposes there 
until the appointment was finally made of Mr. Malsie to supervisor, 
and then that carried on after the appointment was made. It even 
got worse. 

Chairman Kran. If the people in the office knew Mr. Tydings, for 
instance, had given this fur coat, and diamond ring, and wristwatch 
was that a gold wristwatch ? 

Mr. McPuerson. Looked like gold. 

Chairman Kran. Gold wristwatch, and on account of his connec 
tions had not been disciplined, if it was known that Mr. Tydings had 
gotten this money from a questionable source and had not been dis 
ciplined, if it was known generally, as you stated, that Mr. Tydings 
was known to have borrowed money from you and other people and 
not paid it back, and in general the morale of the office would be im- 
paired on account of these things, why would there be a Tydings 
faction ? 

Why would there be people for him? 

Mr. McPurrson. Sir, it would be like this: A lot of people like to 
climb on a bandwagon when th} see it passing by and that looked like 
a good chance to join up and go places. 

Chairman Kran. There was the thought that with his connections 
the probability was that he would get the job and people were wanting 
to do a little apple polishing 

Mr. McPuerson. That’s exactly right, sir. 

Chairman Kean. What could an employ ee do toward securing a top 
job for Mr. Tydings or Mr. Malsie ? 

Say that Mr. Tydings spoke to certain people and asked them to help 
him, what could they ‘do? 

Mr. McPuerson. Most of the employees in our section are well 
acquainted with their Congressmen, or at least know people who are 
close to them. They know the United States attorney because they all 
do business through his office, and the only thing that I know of that 
they could do was to use their influence to get those people’s influence 
in behalf of Mr. Tydings or Mr. Malsie. 

Chairman Kean. And what they hoped was that these employees 
would talk to the United States attorney or talk to a Congressman and 
a Senator and that maybe the Senator would write a letter or in some 
way use his influence toward getting the promotion for the particular 
man ? 
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Mr. McPuerson. That’s right. I imagine the chairman knows that 
Congressmen and Senators like to know the way people feel in their 
districts. 

Chairman Kran. I think very definitely the opinion of an employee 
that somebody in his office was a good man would be something which 
would be of interest. 

Mr. McPuerson. Yes, sir; definitely. 

Chairman Kean. And would be testimony which, if he had confi- 
dence in the employee that he knew and if he was told his boss was a 
very good man, would be considered pretty valuable information. 

Mr. McPuerson. Yes, sir; I would say so, at any time. 

Chairman Kean. Are there any other questions? 

Thank you, Mr. McPherson. 

Mr. Tydings has been here and stated that he has a bad cold and 
that he would prefer to testify on Monday. We have had him exam- 
ined by a physician and the physician states that it is true that he has 
a cold, though he says that there is no special reason why he cannot 
testify. 

However, we do not want to impose on someone who feels that he 
cannot testify and be fair to himself. Therefore, the committee has 
decided that this meeting will be adjourned now and we will meet at 
10 o’clock on Monday morning when the witness will be Mr. Donald 
Tydings. 

(Thereupon, at 11:05 a. m., the hearing was recessed, to reconvene 
at 10 a. m., Monday, March 2, 1953.) 





INTERNAL REVENUE INVESTIGATION 


MONDAY, MARCH 2, 1953 


Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
ReveNvE Laws, or THE CoMMITTEE ON Ways AND MEANns, 
Washington, D. C. 
The subcommittee met at 11 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcommit- 
tee) presiding. 
Present: Representatives Kean, Martin, King, O’Brien, and Boggs. 
Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel; and Arthur J. Schissel, attorney. 
Chairman Kran. The subcommittee will come to order. 
Will Mr. Donald Tydings please come up. Mr. Tydings, you have 
already been sworn ? 
Mr. Typrnos. Yes, sir. 


TESTIMONY OF DONALD S. TYDINGS, SOUTHPORT, N. C.—Resumed 


Mr. Torin. Mr. Tydings, are you ready to testify this morning? 

Mr. Typrnas. Yes, sir. 

Mr. Toxstn. Do you feel all right? 

Mr. Typrnes. Feel all right. 

Mr. Tostn. Before we go any further, Mr. Tydings, there has been 
some confusion in the record as to the name of the bank from which 
you borrowed this money? Was that the Bank of Atlanta? You 
have referred to it several times in your testimony as the Bank of 
Georgia. 

Mr. Typtnos. Bank of Atlanta, I think is the correct name, sir. 

Mr. Torry. Mr. Tydings, on the occasion of your appearance here 
the other day, you told us that you maintained two bank accounts, 
one at the Fulton National Bank and one at the Bank of Atlanta. 
From which bank did you transmit the proceeds of a loan to your 
brother-in-law in New Jersey ? 

Mr. Typines. If you will refer to the record, I think you will find 
it was the First National Bank and the Bank of Atlanta, and later I 
closed my account at the First National Bank when I moved over in 
that section of town and opened another account in the Fulton Bank. 

Mr. Tosrn. At the time of this loan, you had accounts in the Bank 
of Atlanta and at the First National Bank? 

Mr. Typrnoas. Yes, sir. 

Mr. Torstn. On which account did you draw the check which you 
sent to your brother-in-law—or the two checks? . 


249 
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Mr. Typrines. It was the First National Bank. 

Mr. Torin. That was two checks ? 

Mr. ‘Typinecs. Either two or three. 

Mr. Torry. And the first one was in the amount of what ? 

Mr. Typinés. $2,000. 

Mr. Tonin. And you believe that you drew all of those checks 
from the First National ¢ 

Mr. Tprnes. I think I drew them all from the First National. 

Mr. Tonrx. How did you transfer the money from Bank of Atlanta 
to the First National Bank? 

Mr. Typines. On the day that the loan was granted, I took $2,000 
over there in cash and deposited it in the First National Bank. 

Mr. Tosrx. And drew a check against it? 

Mr. Typines. Yes, sir. 

Mr. Towtx. What about the subsequent checks? Did you draw one 
or two checks? Did you draw one or two checks against the Bank 
of Atlanta and de posit those checks in the First National Bank? 

Mr. Typines. I don’t recall just how many individual deposits I 
made from that peer 

Mr. Torin. Did you use your account at the Bank of Atlanta for 
any other purpose ? 

Mr. Typines. To finish it up, yes. I think I did for some small 
checks. I think I did finish up what was left over there with maybe 
4 or 5 small checks. 

Mr. Tosrn. What would you suppose the total of those checks would 
be, a hundred dollars ¢ 

Mr. Typinas. I have no idea, sir. It’s a matter of record. 

Mr. Tosry. How much money would be left, Mr. Tydings, if you 

it the $3,000 from this loan to your brother-in-law ? 

Mr. Typrxcs. How much was left # 

Mr. Torin. You stated two things: One, that you sent the entire 
proceeds of this loan to your brother-in-law; and, two, that there 
was money left over from this bank account which you used for 
living expenses. Did you make any other deposits in the Bank of 
Atlanta other than this loan ¢ 

Mr. Typrnes. I never made any other deposits in the Bank of At- 
lanta, no, but the checks I drew on the First National were made up 
largely on those withdrawals I had made on the Bank of Atlanta. 

Mr. Torry. Yes, sir; but you testified that you sent the entire pro- 
ceeds of that loan to your brother-in-law ; is that right ? 

Mr. Typines. I did. 

Mr. Tosin. And you testified that you made no other deposits in 
the Bank of Atlanta account other than this loan. Now, if you used 
the entire amount of the Bank of Atlanta account for the brother-in- 
law, where would the other money come from that you would use for 
ordinary expenses ? 

Mr. Typines. From the First National. 

Mr. Torin. But you said, Mr. Tydings, you drew other checks on 
Bank of Atlanta. 

Mr. Typrnos. I did. 

Mr. Tontx. What was the source of the money against which those 
checks were drawn / 

Mr. Typincs. Part of what was left from the loan that I got. 
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Mr. Tosrn. How was there anything else left from the loan—that 
is what I am trying to find out—if you transmitted the entire pro 
ceeds to your brother-in-law? How was there anything else / 

Mr. Typinas. I didn’t say I transferred the entire proceeds. I said 
I sent my brother-in-law the entire proceeds from the loan. I trans 
ferred, as I recall, the $2,000 the first date and some later date, $500, 
and then I don’t know whether it was $300 or $200, and when I still 
had to send some more to my brother-in-law I drew it on the First 
National and paid some current bills from Bank of Atlanta instead 
of going over and getting that particular money and bringing it over 
and paying it. 

Mr. Tosrn. During this period of time, Mr. Tydings, did you bor- 
row any other money / 

Mr. Typines. As I stated the other day, I borrowed money off and 
on since I was down there. If you mean by borrowing just some- 
thing to carry over till payday or till you go down to the bank to get 
some money, I ‘lid check back and find that I had drawn a check for 
$200 and a check of $100 in payment of loans to W. K. Johnston and 
S. O. McPherson, respectively. 

Mr. Tourn. When did you check back ? 

Mr. TYDINGS. W hen I went home over the wee ‘ken ad. 

Mr. Tosin. Against what records did you check ¢ 

Mr. Typinos. Against a checkbook stub. 

Mr. Torry. A checkbook stub for what period ? 

Mr. Typinas. For that time when I had written to Mr. Avis that 
I had paid those two men off. 

Mr. Tosrn. What year was that ? 

Mr. Typinos. I would say 1950. 

Mr. Tosrn. So you have bank records for the year 19504 

Mr. Typtnes. I had the checkbook stubs. 

Mr. Tostn. In your testimony the other day you told us you did not 
have the check stubs for that period. 

Mr. Typrnes. I told you I didn’t know I had them. I didn’t think 
IThadthem. I went through and checked everything I could find—— 

Mr. Tosrn. What else did you find in the way of financial records ¢ 

Mr. Typrnes. That was all. 

Mr. Tosrn. How far back did those check stubs go? 

Mr. Typines. They were not all complete. I found some and found 
some missing books. They were just the little pocket-sized books and 
some were there and some were not. 

Mr. Tostn. How far back did the ones that you found go? 

Mr. Typings. I had some off and on there for, I think, 1947. 

Mr. Tosin. 1947? 

Mr. Typrnes. I found one book. 

Mr. Tosin. On the occasion of your testimony before us in January, 
you did not know you had these banks records, did you? 

Mr. Typincs. No, sir. 


Mr. Tonrn. When you were reinterviewed by the inspection service 
in November of 1952, did cart you had them? 

Mr. Typrnas. No, sir: I didn’t. 

Mr. Tosrn. And on neither occasion did either of those interviews 
prompt you to reex: mine your financial records ? 

Mr. Typines. That’s right. 
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Mr. Torry. After your appearance here on Thursday, you did de- 
cide to look through your financial records and found your check 
stubs ? 

Mr. Typincs. You showed me those checks and showed me the letter 
to Mr. Avis and I still cannot place in my mind the occasion for mak- 
ing those loans, but I did say after I had seen the checks that I didn’t 
deny that they were loans, but I still couldn’t place the circumstances 
under which they were made. 

Mr. Toxin. Mr. Tydings, the date of your letter to Mr. Avis is Feb- 
ruary 27, 1948, so that would indicate that your bank records go back 
that far with these ones that you have just found. I show you the 
letter which was shown to you last Thursday dated February 27, 1948. 
I show it to you again. Will you show that to Mr. Tydings, please? 

Mr. Typrnos. That’s my checks before. That’s the only time I 
paid anything like that. I was mistaken on my years. I showed on 
there “payment of loan.” 

Mr. Tostn. How is it, Mr. Tydings, that you had no occasion prior 
to this weekend to see whether or not you had these financial records? 

Mr. Typincs. I wanted to see myself or to satisfy myself that they 
were checks to me for loans. 

Mr. Toptn. Do you recall testifying to me that you did not have 
records for that per 10d ? 

Mr. Typrnos. I didn’t think I did, sir. 

Mr. Torry. Mr. Tydings, I take it that your examination of these 
records has confirmed your impression you gained on Thursday that 
you must have borrowed some money from Mr. Johnston; is that 
right? 

Mr. Typrnes. That’s right. 

Mr. Tostn. How far back do these records go did you say? 

Mr. Typrnes. I think I found one book that was dated in 1947. 

Mr. Toprtn. No earlier? 

Mr. Typrnos. No. 

Mr. Tosrn. Did these records indicate repayment of loans by you 
to any other ATU employee? 

Mr. Trprncs. No, sir. 

Mr. Torry. They do not, for example, indicate any repayment of a 
loan to Mr. McPherson ? 

Mr. Typtnes. One of these checks was to him for $100. 

Mr. Torry. Mr. Tydings, I show you 2 checks drawn by Mr. McPher- 
son to your order in the amounts of $300 and $350. I would like you 
to tell us whether you have seen these checks and whether or not you 
endorsed them. : 

Mr. Typrnoas. They’re my signatures, sir. 

Mr. Tontn. Do you recall receiving those checks in those amounts 
of money from Mr. McPherson ? 

Mr. Typrnas. No, sir; I don’t; but I don’t deny it because there’s 
my signature on it. 

‘Mr. Tosrn. Do your financial records indicate the repayment by you 
of Mr. McPher ig in those amounts? 

Mr. Typrinos. I didn’t find anything in my books to show that. 

Mr. Torry. Did you ever borrow money in those amounts from Mr. 
McPherson ? 

Mr. Typrnas. Without having seen these, I would have said “No.” 
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Mr. Tosrn. You do not customarily borrow money in those amounts 
to tide you over until payday ; do you? 

Mr. 'T'yprnas. I have no idea what it was for, the occasion. 

Mr. Tostn. What are the dates on those checks? 

Mr. Typines. One is in April and one is in July. 

Mr. Tosrn. Of what year? 

Mr. Typrnas. 1946. 

Mr. Torin. 1946. Mr. Tydings, what was your average paycheck 
in 1946 

Mr. Typrnes. I don’t know. 

Mr. Tosrn. Were you making $500 a month or $600 a month ? 

Mr. Typrnas. I couldn’t tell you to save my soul. 

Mr. Tostn. It would not have been much more than that; would it? 

Mr. Typines. No. 

Mr. Toprn. You testified the other day that it was your custom on 
occasion to borrow a few dollars to tide you over to payday. I ask 
you if the amount of each of those checks is greater than the amount 
of your net paycheck at that time? 

Mr. Typos. I think they are; yes, sir. 

Mr. Tosrn. The records of the Bureau of Internal Revenue disclose 
that as of May 24, 1946, your gross salary before retirement and in- 
come-tax deductions was $6,144.60 or about $500 a month. Each of 
those checks, then, would have been greater than half your monthly 
pay; is that right? 

Mr. Typrnes. That’s right. I don’t see the check here for the one 
that I gave him, a check for $100, 

Mr. Tostn. As far as you know, you received those checks from Mr. 
McPherson ? 

Mr. Typvines. Yes; I definitely endorsed them. 

Mr. Tosin. And it is your conclusion those are loans? 

Mr. Typrnas. I don’t know. I’m not saying that that’s what this is, 
but if you would look at Mr. W. G. Malsie’s checks, I expect that he 
has 25 or 30 there that I have endorsed. 

Mr. Tosrn. And what does that have to do with these: checks? 

Mr. Typrnes. But I say I don’t say that that’s what this is, but I 
have gone to the bank to get checks cashed for Mr. Malsie, I guess, 25 
or 30 times, anywhere between $100 and $500 for him, but I don’t say 
that these are that purpose. 

Mr. Tostn. Do you deny that they are for that purpose ? 

Mr. Typines. No; I don’t deny it. I don’t deny that they were 
loans, but I say if I should be faced with some 25 or 30 from Mr. 
Malsie’s checking account, I would certainly be in a bad spot. 

Mr. Tostn. Mr. Tydings, we have no testimony from Mr. Malsie as 
to loans to you, I assure you, but we have direct testimony from Mr. 
McPherson that he loaned you a considerable sum of money including 
those amounts. 

Mr. Typines. There are more besides, I know of now. 

Mr. Topsin. Did you agree with Mr. McPherson’s testimony that 
those represent loans to you by him in 1946? Do you agree now? 

Mr. Typrnos. I don’t deny it, sir. 

Mr. Toprn. I ask you if those checks in those amounts do not 
contradict your testimony of last Thursday that you never borrowed 
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anything other than small sums from Mr. McPherson or other people 
to tide you over to payday ? 

Mr. Typrnes. That’s what I said to the best of my knowledge, 
that I had not borrowed any large sums from him. 

Mr. Tosin. If you had borrowed sums in amounts like those from 
Mr. McPherson, would you be likely now to forget it? 

Mr. Typrnes. Seven years ago, I don’t know. I will say that they 
are loans. I don’t know what else they are. 

Mr. Tostn. Loans which you had forgotten until now ? 

Mr. Typrnes. That’s right. 

Mr. Tosrx. What was your need for money in 1946? 

Mr. Typrnos. I don’t know. 

Mr. Torin. Was the purpose of these loans to send money to your 
brother-in-law ? 

Mr. Typrnes. No. 

Mr. Torry. Did you have any other unusual expenses during this 
period that made it necessary for you to borrow money in those 
amounts { 

Mr. Typ1nes. Not that I know of. 

Mr. Tosry. You cannot account therefore for the purpose of those 
loans? 

Mr. Typrnes. No, sir. If I hadn’t seen those checks, I would have 
said I never got it. 

Mr. Tostn. Did you borrow any other money during the year 1946, 
Mr. Tydings? 

Mr. Typtnes. Not to my knowledge. 

Mr. Torry. Did you attempt to borrow any other money ? 

Mr. Typrnes. I do not know. 

Mr. Tosin. From your examination of these records, can you now 
tell us with more precision when you borrowed this money from the 
Bank of Atlanta? 

Mr. Typrnes. I couldn’t tell you the date to save my soul. 

Mr. Torin. Can you tell us the year? 

Mr. Typrnos. I would think it was in 1945 or 1946. I don’t know. 

Mr. Torin. How about the date of April 15, 1946? 

Mr. Typrnes. I couldn’t say. 

Mr. Torrn. You have no way to fix the loan as to either of those 
years ¢ 

Mr. Typrnos. No, sir; I haven't. 

Mr. Tosrn. Are you sure it was not in 1947? 

Mr. Typrnos. I don’t know. I told you I don’t know. 

Mr. Tosry. You know you borrowed it somewhere during this 
period, but you don’t know ‘which year? 

Mr. Typrnes. That's right. 

Mr. Tosrn. You have no records which would indicate to you when 
you borrowed this? 

Mr. Typrnos. I have no records at all. 

Mr. Tostn. Except those which you discovered this weekend ? 

Mr. Typtnes. Those records there were stubs of checkbooks. 

Mr. Tosin. And they do not tell you in any way 

Mr. Typtnes. They don’t help in any way. 

Mr. Torx. Do you know a Mr. Max Cohen, of Baltimore ? 

Mr. Typinas. Yes, sir; I know of him. 
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Mr. Torin. Who is Mr. Max Cohen? 

Mr. Typrnes. He runs the night club there. 

Mr. Torin. What is the name of that night club? 

Mr. Typrnes. It’s down on lower Baltimore Street. 

Mr. Tosrn. Would it be the Oasis? 

Mr. Typines. That’s it. 

Mr. Torry. How do you happen to know Mr. Cohen ? 

Mr. Typrnes. I’ve known him for—I knew him in 1940, *41. 

Mr. Tosin. How did you happen to meet him ¢ 

Mr. T'ypines. Men working under my supervision made a floor-tax 
caseonhim. 1 think it was 41. 

Mr. Tosrx. What was your post of duty then? 

Mr. Typ1nes. Baltimore, Md. 

Mr. Tosin. As what? 

Mr. Typrn@s. As investigator in charge. 

Mr. Tosry. You were investigator in charge for the State of Mary- 
land ? 

Mr. Typines. Yes, sir; from 1940 to 1944. 

Mr. Torrn. And during this period men under your supervision 
made a floor-tax case against Mr. Max Cohen ¢ 

Mr. Typrnes. That’s right. 

Mr. Torrn. Did the making of that case involve personal contact 
between you and him? 

Mr. Typrnes. They called me over to his place when they found 
they had made a case. 

Mr. Tosrn. Whom do you mean by they ? 

Mr. T'ypines. A man by the name of Mulhall—— 

Mr. Topin. These are ATU employees? 

Mr. Typrnes. Yes sir—and a man by the name of Barton. 

Mr. Tosin. They called you over there ? 

Mr. Typ1nGs. Barton, I think was another one, and Coakley. 

Mr. Topsrn. Did you discuss the tax case with Mr. Cohen at that 
time ¢ 

Mr. Typrnes. Discussed his case ; yes. 

Mr. Tosrn. Other than your discussions of this case with Mr. Cohen, 
have you had any other dealings with him ? 

Mr. Typ1nes. None whatsoever. I know what you are referring 
to now. 

Mr. Tosrn. In 1947, Mr. Tydings, did you try to borrow some money 
from Mr. Cohen ¢ 

Mr. Typrnes. Yes, sir; I wrote a letter to him. 

Mr. Tosry. Mr. Tydings, I show you what appears to be a photo- 
static copy of a letter from you to Mr. Cohen. I ask you if this is a 
photostatic copy of your letter? 

Mr. Typrnes. Yes. Mr. Avis showed me the original of that. It 
was down in Max Cohen’s place of business after he had been sent to 
the penitentiary for income-tax evasion. 

Mr. Torry. Will you show Mr. Tydings the envelope ? 

What is the postmark on that envelope? 

Mr. Typrnes. February 3, 1947, Atlanta. 

Mr. Tostn. Would it be your testimony, Mr. Tydings, that you 
mailed that letter in Atlanta to Mr. Cohen in February 1947 ? 

Mr. Typrnas. Yes, sir. , 
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Mr. Tosrn. From your dealings with Mr. Cohen concerning the 
tax case that you made against him did you come to know him well 
enough to call him by his first name ¢ 

Mr. Typrnes. Everybody in the city called him by that name. 

Mr. Tostn. I asked how you came to call him by his first name, 
simply because everybody else did? 

Mr. Typrnes. That’s what he was known as. 

Mr. Tosrn. Mr. 'Tydings, I would like to read this letter to you: 

Dear Max: Sickness in the family has been keeping me broke ever since I 
came down here. I need $2,500 badly. Any part of that amount you can let 
me have will be greatly appreciated. I don’t expect it as a gift. 

What is the meaning of the sentence, “I don’t expect it as a gift”? 

Mr. Typrnas. I wanted him to know that I would consider it as 
a loan and not as a gift. I wasn’t begging for it. I was trying to 
get it. 

Mr. Tosrn. If you had not stated that, would he have been under 
the impression that you were seeking a gift of money from him? 

Mr. Typrnas. I didn’t want him to have that impression at all, that 
I would expect it as a gift. 

Mr. Tosrn. So you felt it necessary to say so in the letter? 

Mr. Typrnos. Yes. 

Mr. Tosrn. The same could have been achieved by saying, “Will 
you loan me $2,500?” could it not? 

Mr. Typrnes. Sir? 

Mr. Toprn. The same meaning could have been expressed by simply 
saying, “Will you loan me $2,500?” could it not? 

Mr. Typrnes. Some people have one way of expressing something 
and others have another. 

Mr. Tosrn. Had you ever borrowed money from Mr. Cohen? 

Mr. Typrnes. Never had. 

Mr. Toprtn. Had he ever given you money ? 

Mr. Typrnes. No, sir; and if you will check back on the records, 
you will find the man had been investigated for income-tax evasion 
and had been in the penitentiary almost a year when that letter 
reached there, so that’s how close a contact I had with him. 

Mr. Tosrn. You had been transferred to Atlanta—— 

Mr. Tyvrnes. In 1944. 

Mr. Tosrn. Almost 3 years before you wrote this letter? 

Mr. Tyrprnes. That’s right. 

Mr. Tosrn. Why did you think Mr. Cohen would loan you $2,500? 

Mr. Typrnes. I didn’t know. I had tried the First National Bank 
of Atlanta to get some money, but I didn’t have any collateral and 
then I tried just anybody I thought would let me have it. 

Mr. Tosrn. What was your need for money in 1947? 

Mr. Tyrvinas. That’s the same thing I was after there that I tried 
to get from the Bank of Georgia. This was before I made my loan 
from the bank. 

Mr. Tortn. You are sure, Mr. Tydings, that you sent this letter to 
Mr. Cohen before you made your loan o $3, 0007 

Mr. Typrnes. Yes, sir. 

Mr. Toxtn. So that your testimony would now be that when this 
loan from the Bank of Atlanta was made it was made after February 

}, 1947; is that right? 
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Mr. Typrnas. I’m sure that I wrote to this man—I had no need for 
that money after I got that other loan. 

Mr. Toxin. I will ask you to reconsider that answer, Mr. Tydings, 
and make sure that you are positive that you did not attempt to borrow 
money from the Bank of Atlanta until after February 3, 1947. 

Mr. Typrves. I feel sure that I wrote to this man before I ever got 
the money. 

Mr. Tosin. So that this attempt to borrow money from Mr. Cohen 
represents—— 

r. Typtnes. Was for the same purpose. 

Mr. Tosrn. You had no need for additional funds? 

Mr. Typrnoes. No, sir. 

Mr. Tosrn. You then went on in your letter to Mr. Cohen to state: 


There are pretty persistent rumors around that I am to return to Baltimore 
soon as the big chief. 


What do you mean nye 
Mr. Typines. Yes, There were rumors I was supposed to go back 
to Baltimore. 


Mr. Torrn. As what? 

Mr. Typinas. As in charge there, 

Mr. Tosrn. As district supervisor ? 

Mr. Typines. As assistant. 

Mr. Tosin. Assistant district supervisor ? on 

Mr. Typines. Yes. 

Mr. Torin. Did you feel that telling Mr. Cohen that would have any 
influence on whether or not he loaned you this money ? 

Mr. Typrnas. No, sir. 

Mr. Tosrn. In your capacity as assistant district supervisor in Balti- 
more, would your men exercise some supervision over Mr. Cohen’s 
place of business? 

Mr. Typrnas. No, sir. 

Mr. Tosin. They would not? 

Mr. Typrnas. No; the Permissive Bureau would have supervision 
over him, but my men wouldn’t. 

Mr. Tosrn. Your men would not? 

Mr. Typrnas. No. 

Mr. Tosin. If you went back there as district supervisor, of course, 
it would be different ? 

Mr. Typ1nes. That would be a different proposition. 

Mr. Torn. Is “big chief” the customary way that an assistant dis- 
trict supervisor is sieanaa to, or does “big chief” mean the No. 1 man? 

Mr. Typos. No, not necessarily; no. 

Mr. Tostn. So that in writing this letter when you said “the big 
chief” you meant assistant supervisor ? 

Mr. Types. I don’t know what his interpretation would be. 

Mr. Tosin. That was your meaning ? 

Mr. Typines. That was my meaning. 

Mr. Tosrn. And that was merely by way of conversation, so to speak, 
and was not expected to have any influence on the loan? 

Mr. Typrnas. No. 

Mr. Tosty. Are you sure, Mr. Tydings, that you did not borrow 
money from the Bank of Atlanta until after this letter had gone to 
Mr. Cohen? 
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Mr. Typrnes. I feel sure that this letter was written before I got 
the loan down there. That is my belief. 

Mr. Tosry. Your testimony is that you had no need for additional 
funds, that the purpose of this $3,000 loan and this attempt of the 
$2,500 loan 

Mr. Typrncs. Was one and the same thing. 

Mr. Tostn. The same purpose? 

Mr. Typrngs. Yes, sir. 

Mr. Tostn. If you had transferred this money to your brother-in- 
law in 1946 you would not need to get more money for your brother-in- 
law in 1947; is that right? 

Mr. Typines. You got me so tangled up now as to dates, I don’t 
know. I have no records before me, where you do. 

Mr. Torry. I do not mean to tangle you up. 

Mr. Typines. The day the Bank of Atlanta gave me the money, 
the same day I sent the first payment to my brother-in-law. 

Mr. Tosrn. And that was after this attempt to get this $2,500? 

Mr. Typrncs. I don’t have any dates; you do. 

Mr. Tosry. Iam asking you. You have testified there. 

Mr. ‘Typrn@s. I don’t know. 

Mr. Tosrn. Do you want to change your testimony now in that 
respect ¢ 

Mr. Typrncs. To what? 

Mr. Tosrn. I will ask you the question again, Mr. Tydings. 

When you sent this letter to Mr. Max Cohen asking him for $2,500, 
was that before or after you borrowed money from the Bank of 
Atlanta? 

Mr. Typrnes. I feel sure that it was before I got the money from the 
sank of Atlanta. That is my honest belief. 

Mr. Tost. Is it possible that it could have been after? 

Mr. Typrnes. I don’t know. 

Mr. Tosry. After you had received the loan from the Bank of 
Atlanta, would you have had need for still further funds? 

Mr. Typrvcs. Not in that amount, I don’t think. 

Mr. Tosrn. Does that lead you to believe that this letter to ‘Mr. 
Cohen was before the Bank of Atlanta transaction ? 

Mr. Typrnes. That is my belief, that that letter was written before 
I got the loan. 

Mr. Tosry. That is your belief. Mr. Tydings, I show you a photo- 
static copy of a deposit slip, Bank of Atlanta, Atlanta, Ga., in your 
name, dated April 15, 1946. The deposit slip reads: “Note, $3,000. 
Interest $37.50. Net deposit of $2,862.50,” on April 15 in 1946, some 
10 months prior to the writing of this letter to Mr. Cohen. 

Mr. Typtnes. That’s the date I made my first payment to my 
brother-in-law. 

Mr. Tosrx. Then what was the purpose of the attempted loan from 
Mr. Cohen ? 

Mr. Typrves. I don’t know. 

Mr. Tostn. Have you forgotten? 

Mr. Typrnos. I don’t know what the occasion was, sir. 

Mr. Tosrn. Would you repeat that, please? 

Mr. Typtnes. I don’t know what the occasion was, other than I 
stated in there, sickness. 

Mr. Torry. Sickness requiring $2,500 ? 
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Mr. Typrnes. I say I do not know what this special instance was 
that prompted that. 

Mr. Topix. You have just testified, Mr. Tydings, that you needed 
this $2,500 to send to your brother-in-law in New. Jersey. Now, you 
tell us something different from that. 

Mr. Typines. That’s what I thought I was getting it for, sir, but 
I had already gotten the loan then. 

Mr. Tosrn. So you cannot recall why you would have needed $2,500 
more ? 

Mr. Typrinas. No, sir. 

Chairman Kran. Mr. Tydings, I cannot understand how it hap- 
pened that if you needed $2,500 you hit upon asking a nightclub 
operator in Baltimore whom, from your own testimony, you had not 
been in touch with for a couple of years, a nightclub operator who 
you found was in jail when you wrote the letter, unless there was 
some reason why you figured this gentleman was under some obliga- 
tion to you so that he might have wanted to make the loan. There are 
an awful lot of people in Baltimore. You originally came from 
Baltimore; did you not? 

Mr. Typrnes. I was born there. I moved away from there when I 
was 5 years old. 

Chairman Kean. Oh, you did? Well, you lived in Baltimore at the 
time you were working in the Department there so you had a lot of 
friends there. 

Mr. Typines. From 1940 to 1944. 

Chairman Kran. Was he the most intimate friend you had there 
that had any money ? 

Mr. Typrnes. No. 

Chairman Kran. Why did you pick on him? 

Mr. Typrnes. I don’t know, just wrote to him, that’s all. I don’t 
think I have seen the man over twice in my life. 

Chairman Kean. Why, if you had only seen the man twice in your 
life, did you think that that man was someone who would lend you 
money? Ordinarily, one does not go to people one has only seen a 
couple of times to try to borrow money from them, unless one figures 
that there is a real reason why they would want to lend one money. 
You cannot explain it? 

Mr. Typrines. No, sir, I can’t. 

Mr. Torin. Mr. Tydings, in view of Mr. Cohen’s business and in 
view of your official position, do you feel that Mr. Cohen was the 
proper person from whom you should attempt to borrow money ? 

Mr. Typrnegs. No, I don’t. No, I don’t. 

Mr. Tosrn. Do you know whether there are any regulations of the 
Bureau of Internal Revenue dealing with the borrowing of money 
from taxpayers ¢ 

Mr. Typrnes. There is. 

Mr. Tosrn. And particularly borrowing money from people subject 
to regulation by your unit? 

Mr. Typrnas. Yes, sir. 

Mr. Tonrn. If one of your subordinates had attempted to borrow 
money from someone in the liquor business, would you have taken 
disciplinary action against him? 

Mr. Typrnos. I would have reported it. 
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Mr. Tostn. Notwithstanding that, you attempted to borrow money 
from sich a person; isn’t that so? 

Mr. Typr1ncs. Not in the area in which I was working, sir. 

Mr. Tosrn. But the area in which you expected to return ? 

Mr. Typines. Which I had been in and could possibly return to; 
yes, sir. 

Mr. Torin. You took pains to tell him you were going to return. 

Mr. Tyornos. I grant you, it was bad. 

Mr. Tosrn. Mr. Tydings, does it not come down to this? You were 
attempting to borrow money from a man you had seen only once or 
twice in your life; against whom your own men had made a tax case 
resulting in the assessment of substantial tax and penalties against 
Mr. Cohen. Thereafter, you wrote him a letter addressing him by 
his first name, stating that you needed money, and advising him that 
you did not expect it as a gift and then also advising him that you 
expected to return shortly to his district in a position where you could 
conceivably have some influence over the conduct of his business. Isn’t 
that a remarkable transaction for an Assistant District Supervisor of 
the Alechol Tax Unit to engage in? 

Mr. Tyvinos. It’s chediainas I grant you that. 

Mr. Tostn. Although it is irregular, which you so concede yourself, 
were you disciplined for this ? 

Mr. Typrnas. No, I was not. 

Mr. Tosrn. Was this matter investigated by the Alcohol Tax Unit 
to your knowledge? 

Mr. Typrnes. I know Mr. Avis showed me the letter one day in 
his office. 

Mr. Torry. Did the Intelligence Unit ever investigate it? 

Mr. Typrnes. I do not know. 

Mr. Tosrn. You do not know ? 

Mr. Typincs. I do not know whether they investigated it. 

Mr. Torin. Did the Intelligence Unit ever ask you as to the circum- 
stances of this attempted loan from Mr. Cohen ? 

Mr. Typrnogs. Yes, sir. 

Mr. Tosrn. But you do not know whether they investigated it? 

Mr. Typrnes. I don’t know whether they investigated from the 
Baltimore angle. They asked me questions about it. I’ve been asked 
questions about it 4 or 5 different times. 

Mr. Tosrn. So it would appear from the fact that the Intelligence 
Unit asked you about it, that it was known to the Bureau? 

Mr. Typrnes. I got it from the Bureau first myself. 

Mr. Tosry. But no disciplinary action resulted in this as far as 
you are concerned ? 

Mr. Typines. No, sir. 

Mr. Torry. Mr. Chairman, I have here a memorandum dated Octo- 
ber 14, 1947, from then Deputy Commissioner Carroll Mealey to Mr. 
Woolf, Chief of the Intelligence Unit. ‘The memorandum was pre- 
pared by the then Assistant Deputy Commissioner, Mr. Avis, as the 
initials in the left-hand corner at the top of the first page indicate. I 
would like to read an excerpt from this memorandum to Mr. Tydings. 

Chairman Kean. I suggest that the entire memorandum be made 
part of the record. Without objection, it will be made part of the 
record. 
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(The memorandum referred to is as follows :) 


OctTopeR 14, 1947. 
AT: E: DEA 
Memorandum for Mr. Woolf, Chief, Intelligence Unit: 

It is requested that you conduct an immediate investigation of certain con- 
ditions in the office of the District Supervisor Atlanta, Ga. The purpose of 
this investigation is to first determine whether under the circumstances Mr. 
Tydings, Assistant Supervisor, Enforcement, can command the respect of his 
subordinates and continue to function to advantage in his present capacity, and 
second, whether Mr. Tydings has been made the victim of malicious and un- 
founded rumor by certain personnel in the Atlanta district. It might also be 
advisable to subsequently request certain collateral investigation. 

On the evening of August 27, 1947, Mr. Hearington, district supervisor, Atlanta, 
Ga., reported by long-distance telephone to Mr. Kennedy, Acting Deputy Com- 
missioner, that Mr. Tydings’ personal affairs were on the verge of causing him 
(Tydings) serious embarrassment. He referred in particular to an affair that 
Tydings was alleged to have had with a young lady who formerly worked in the 
office. Attached is a copy of a memorandum setting out the gist of Mr. Hear- 
ington’s conversation in this connection marked “Exhibit A.” There is also 
attached a memorandum outlining the substance of a subsequent telephone 
conversation had with Mr. Hearington under date of September 10, 1947, by 
Mr. Avis, Assistant Deputy Commissioner, marked “Exhibit B.” 

On September 25, 1947, a telegram was directed to the district supervisor 
in Atlanta, instructing Mr. Tydings to report to this office on Monday, September 
29, for a conference. The purpose of calling Mr. Tydings to Washington was 
to discuss his personal conduct in its relationship to his official duties. 

Mr. Tydings remained at his home until Monday, October 6, at which time he 
reported to his office and was advised by the district supervisor to report to 
these headquarters as soon as possible. Mr. Tydings arrived in Washington 
on October 7 and his personal problems were the subject of conversation with 
him at various times on October 8 and 9. 

Mr. Tydings categorically denied that he had had any affair with the young 
lady in question, a (name omitted). He stated that he had neither purchased 
diamonds nor a fur coat for her nor had he taken her on any official or personal 
trips as alleged. He admitted having befriended the young lady’s family, but 
stated that there had been nothing improper in their relationship. 

Mr. Tydings alleged that the current rumor as to his personal conduct is 
merely part of a scheme to malign his character and bring about his transfer 
out of the district. He went on to state that following the last election there 
had been noticeable coolness toward him on the part of the personnel in the 
Atlanta district, including the district supervisor and other subordinate officials. 
He stated that he had definite information that Mr. Knox Johnson, investigator 
in charge for the State of Georgia, was openly seeking his position and that 
Mr. Frank Crow, assistant supervisor, enforcement, Kansas City, and a native of 
Georgia, was also ambitious to be assistant supervisor, enforcement, in the 
Atlanta district. Mr. Tydings stated that he had been working for months 
with a knife in his back. In explanation he stated that Mr. Hearington and Mr. 
McPherson, the aid, as well as Mr. Johnson and subordinate personnel were 
making a concerted effort to have him shanghaid out of the district. 

Mr. Tydings stated that he had not, as alleged, dissipated his wife’s funds; 
that she had never had $3,000 of her own funds or any other substantial amount; 
and that the funds contained in their joint checking account were his funds. 

in the course of the interview Mr. Tydings was confronted with the longhand 
communication which he had addressed to Max Cohen, Baltimore, Md., which 
contained a request for funds and which it was thought might have a definite 
relation to the matter under inquiry. A photostat copy of this letter is attached 
and marked “Exhibit D.” You are familiar, of course, with the circumstances 
under which this letter was obtained some time ago by the special agent in 
charge of the Intelligence Unit, Baltimore, Md. Mr. Tydings acknowledged 
writing the letter. He stated in substance that his sister, Mrs. E. H. Lewis, 
East Orange, N. J., was about to lose her home and had prevailed on him for 
funds and that not being able to obtain funds from any other source he had 
written the letter to Cohen. He stated that the letter was written approximately 
18 months ago (see date of postmark exhibit D). Mr. Tydings conceded that the 
last paragraph of the communication might readily be misinterpreted and mis- 
understood. He advised that he originally met Max Cohen in 1943, at which 
time a floor stocks tax case was made by investigators under his (Tydings) 
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direction against a club owned by Cohen, but indicated that he had had no 
intimate acquaintance with Cohen, nor was Cohen under any obligation to him. 
He was emphatic in stating that he had secured no funds from Cohen nor had he 
had any communication with Cohen, orally or written, since making the request. 
A further inquiry as to the circumstances under which this communication was 
written, as well as the purpose thereof, should be made. It might be stated in 
this connection that an examination of the floor stocks tax case referred to 
indicated that it was settled on substantially the same basis as other cases. 

Attached is a communication believed to be of anonymous character which 
may be of assistance in connection with the investigation and marked “Exhibit 
Bp” 

It is requested that this inquiry be expedited. 

CARROLL FE. MEALFY, 
Deputy Commissioner. 


Mr. Tosrn. Do you want me to read it? 

Chairman Kran. Yes; read such portion of it that you feel is 
necessary. 

Mr. Toxin. The following appears from this memorandum, Mr. 
Tydings: 


In the course of the interview Mr. Tydings was confronted with the longhand 
communication which he had addressed to Max Cohen, Baltimore, Md., which 
contained a request for funds and in which it was thought might have a definite 
relation to the matter under inquiry. A photostat copy of this letter is at- 
tached and marked “Exhibit D.’’ You are familiar, of course, with the circum- 
stances under which this letter was obtained some time ago by the special 
agent in charge of the Intelligence Unit, Baltimore, Md. Mr. Tydings acknow- 
ledged writing the letter. He stated in substance that his sister, Mrs. EF. H. 
Lewis, East Orange, N. J., was about to lose her home and had prevailed on 
him for funds and that not being able to obtain the funds from any other source 
he had written the letter to Mr. Cohen. 


Does that portion of the memorandum refresh your recollection 


as to the purpose of this attempted loan? 

Mr. Typines. As I told you a little while ago, I thought when I 
wrote this letter to Cohen that 1 was trying to get the money for that 
same purpose, 

Mr. Torin. Before having seen the deposit slip. You now con- 
cede that that is not so, do you not? Did you have to send $5,500 
to your sister ? 

Mr. Typrnos. No. 

Mr. Tosin. Do you want to read the rest of this, Mr. Tydings? 

Mr. ‘Typrnes. (reading document). I have read the portion that 
you read, yes, sir. 

Mr. Tonin. I now ask you, Mr. Tydings, what was the purpose for 
which you were seeking to borrow money from Mr. Max Cohen in 
February of 1947? 

Mr. Typrnes. I don’t know now. I thought it was for the same 
purpose for what I finally got the $3,000 for. 

Mr. Tosin. You are still under the impression that the loan from 
the Bank of Atlanta came after this attempt to borrow money 

Mr. Typincs. I wouldn’t have had any occasion to have gotten any 
more money. I didn’t have any need for it. 

Mr. Topix. What about the deposit slip dated April 15, 1946? 

Mr. Typ1nes. That has to be accepted as a fact. 

Mr. Toprn. What was your need for money in 1947? 

Mr. Typin6s. I don’t know. 

Chairman Kran. The committee has been looking over this mem- 
orandum here and we feel that perhaps it would be better that cer- 
tain parts not be put in the record and unless there is objection, I 
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think we will just have the pertinent parts put in the record and not 
certain other parts. 
Mr. Tornrx. We can make that division after the session today. 
Chairman Kran. We will discuss the matter with the press after- 
yards, 
Mr. Torin. Mr. Tydings, in 1944 you purchased a house in Atlanta, 
did you not? 
Mr. Typrnes. Yes, sir. 
Mr. Tosrxn. What was the pure hase price as nearly as you can recall ¢ 
Mr. Typrnes. I think it was $12,500. 
Mr. Tony. Are you sure of that? 
Mr. Typrnas. No. Youasked me what I thought I paid for it. 
Mr. Tosrn. It is your impression that you paid $12,500? 
Mr. Typrtnas. $12,500. 
Mr. Tostn. When did you sell that house? 
Mr. Typrnas. Sold it in September or October of ’47, I think. 
Mr. Tosrn. Could that have been 1946? 
Mr. Typtnos. It was in October of ’46 or °47. 
Mr. Torry. Do you recall what the sale price of the house was? 
Mr. Typrnas. It sold for a gross of $15,000 with the commission 
off of it, 10 percent for the first "$10,000 and 5 percent above that. 
Mr. Tosrn. These premises were on Virginia Avenue in Atlanta? 
Mr. Typrnes. That’s right. 
Mr. Torry. Was there an apartment over the garage of those 
premises that you rented out? 
Mr. Typines. There was an apartment out there, not over the garage, 
but on the end of the garage. 
Mr. Tosrn. ey you receive rental income from that apartment ? 
Mr. Typrnes. I did not, but the family did. 
Mr. Tosrxn. Who owned the house? 
Mr. Typrnes. I did. 
Mr. Tosrn. And to whom was the rent paid? 
Mr. Typrnes. To my mother-in-law. 
Mr. Torry. By check addressed to her? 
Mr. Typtnes. Check to my wife. 
Mr. Tostn. And you regarded that as not being income to you? 
Mr. Typrnas. I didn’t; no, sir, not at that time. IT haven’t told her 
since that it should have been. 
Mr. Torrn. You owned the house, did you not? 
Mr. Typrnas. Yes, sir. 
Mr. Tortn. Therefore, the rent for a portion thereof would nor- 
mally be income to the owner, would it not? 
Mr. Typrnes. That’s right. 
Mr. Tosrn. But you did not report that income? 
Mr. Typrnes. That’s right. 
Mr. Torry. You did not report that ? 

. Typines. No. 

. Tostn. On the theory that it belonged to your mother-in-law ? 

. Typtnes. Could I make a little explanation ? 

Torsrn. Surely. 

. Typtnes. I had no money at all, sir. The money that we pur- 
chased the house in Baltimore with was my mother-in-law’s money. 
When we sold the house in Baltimore, that same money came as a 
loan and purchased the house in Atlanta. While it was in my name, 
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it was my mother-in-law’s money, and for that reason I turned that 
check over to her. The little apartment was occupied when we bought 
the house, the tenant came along, and we just left her stay there, and 
if we wanted to, we couldn’t have put her out at that time during 
the war, so the money in the house was everything that I had and 
everything my mother-in-law and wife had to rether. 

Mr. Tosrn. Your mother-in-law had an equity in this house; is that 
right? 

“Mr. Typrnas. No; the money was hers, but it was in my name. It 
was turned over to my wife and me to buy the home. 

Mr. Tosry. As between you and your mother-in-law, you acknowl- 
edged that you owed her some money; is that right? 

Mr. Typrnes. No; I don’t acknowledge that 1 owed her some money. 
It was a pooling of funds that we all had to buy the house. 

Mr. Tosry. But you regard shed income as hers? 

Mr. Typrnas. I gave it to her so she would have a feeling of inde- 
pendence. 

Mr. Tosrn. And you did not report the income on your own tax 
return ¢ 

Mr. Typrinas. No, sir. 

Mr. Torin. When you sold the house, did you realize a profit on it? 

Mr. Typinos. I didn’t figure I did. The house was very badly run 
down, in a run-down condition, and it was nec essary to spend quite a 
bit of money on it, about $2,000 from time to time on it during the 
period I was in there, and what I got out of it was what I put in : plus 
what I spent on it, so I didn’t figure that I had made any profit. 

Mr. Torry. How do you know you spent $2,000 ? 

Mr. Typines. Just by estimating what I had spent from time to 
time. 

Mr. Tostn. Do any of your financial records that you now have, 
confirm any of that? 

Mr. Typinos. No, sir; I wasn’t able to get that for the Intelligence 
Unit. 

Mr. Tonrx. What was the nature of these expenses that you had on 
the house ? 

Mr. Typines. Plastering, piping, painting, furnace work. The 
house was 30 years old, occupied by a widow who let it run down in a 
very bad condition. 

Mr. Tosrn. The expenses that you had were of the nature normally 
regarded for income-tax purposes as capital expenditures? 

Mr. Typines. They tell me now. I was told by the agent in At- 
Janta that what I did to the house even though it did enhance the 
value of it, could not be regarded as deductible. 

Mr. Tosrn. As an employee of the Bureau of Internal Revenue since 
1933 you were not aware at the time of the nature of these expenses for 
tax purposes ? 

Mr. Typrnes. We had nothing at all to do with income taxes, sir. 

Mr. Toxin. So on the basis of these expenses which you recall now 
were in the amount of $2,000 you concluded you had no capital gain 
on the sale of the house? 

Mr. Trpinos. That’s right; I did. I thought I just got my money 
ack. 
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Mr. Tosrn. It is your recollection that the house cost you $12,500, 
you put $2,000 in it, and the expenses of sale, et cetera, add up to about 
$15,000? 

Mr. Typvrnas. Yes, sir. 

Mr. Torry. Mr. Tydings, the records of the—— 

Mr. Typ1nes. The records show $10,900. 

Mr. Tostn. That is right; the records of the Fulton County 
Superior Court in Atlanta, Ga., do not show you paid $12,500 for the 
house. 

Mr. Typrnes. No; I know. 

Mr. Topstn. They show that you paid $11,084.52 for it. Where did 
you get this figure of $12,500 from ¢ 

Mr. Typrncs. That is what I thought I had paid for the house, sir. 

Mr. Tortn. You just forgot; is that right? An increase in that 
figure would reduce your tax, would it not? 

Mr. Typtnas. How is that? 

Mr. Tosrn. If the cost of the house to you was higher than $11,000, 
your tax would be less; isn’t that so? 

Mr. Typines. Yes; but I didn’t report any of it, sir. 

Mr. Toxsrn. I realize that. 

Mr. Typrnos. So that wouldn’t enter into it. I didn’t think I owed 


any. 

Mir. Tony. At the time of the investigation made of you in 1948, to 
which you have referred in your testimony, were these matters dis- 
cussed by you and the special agent making the investigation? 

Mr. Typrnos. No, sir. 

Mr. Toprn. The special agent did not ask you at that time whether 


you had reported the proper taxable income on these transactions 4 

Mr. Typi1nos. The first time I was questioned about this sale of the 
house on Virginia Avenue was when the Inspection Service was set 
up instead of the Intelligence Unit for handling personnel problems, 
That’s been within the last year. 

Mr. Tortn. And when this matter was discussed with you, you 
learned for the first time that these expenses to which you have re- 
ferred were not such that should be regarded as capital expenditures; 
is that right? 

Mr. Typrnes. I did. 

Mr. Torry. That was news to you as a Bureau employee? 

Mr. Typrnes. It was. 

Mr. Torry. And, because of that fact and because the purchase 
price of the house was less than you thought it was, you in fact had a 
taxable capital gain on this transaction, did you not # 

Mr. Typrnes. In either case, it would have been. 

Mr. Tosrn. You had a taxable gain in this transaction which you 
did not report; is that right ? 

Mr. Typrnes. I found out afterwards that I had what they con- 
sidered capital gain, but I myself did not think I had one. That’s the 
reason I didn’t report it. 

Mr. Torrn. How did you decide that you did not have a capital 
gain? Did you decide that on the basis of your experience as a Bureau 
employee? 

Mr. Typrnes. No. If I had bought that house for investment and 
had sold it for more than I bought it for, I would have considered I 
had made a gain, but I bought the house and put some repairs on it 
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If I had not put the repairs on it, I could not have gotten $15,000 
for it 

Mr. Tosrx. What does that have to do with the tax liability? 

Mr. Typines. You asked me how I figured it. That’s what I was 
telling you, how I figured it, and the entire amount of money that I 
got out of that house went into my new home and I was 2 years late 
to be covered by the new law on that. I found out then that if it had 
happened 2 years later that there would have been no taxable gain, 
capital gain tax on it. 

Mr. Torrn. But at the time of this transaction there was? 

Mr. Typrnes. There was. 

Mr. Torin. So, though the statute of limitations has run on this 
matter 

Mr. Typrnos. I waived all rights—— 

Mr. Toxin. Have you executed a waiver, Mr. Tydings? Have you 
executed a waiver, or have you just stated it orally ? 

Mr. Typrvcs. In my statement I have said that you can consider 
this asa enives rr. 

Mr. Torry. In the course of this investigation of you by the Inspec- 
tion Service as to the transactions in real estate which you have had 
and as to this loan, Mr. Tydings, how did you go about paying this 
$3,000 loan when you finally did pay it? 

Mr. Typtnes. 1 made some few monthly payments on it originally 
and it was reduced and then they sued me, got a judgment 

Mr. Tosrn. Who is “they”? 

Mr. Typrnes. The bank. 

Mr. Torrn. Who sued you? 

Mr. Typrnes. The bank, the Bank of Atlanta sued me, and I got 
this judgment against my other property. No attempt was made to 
sell me out and then the attorney for them called me, I went over and 
agreed to start paying $75 a month, which I did for quite a while. 
Then I found that I had reduced the mortgage on my own home sufli- 
ciently to refinance and pay this thing off, and that’s what I did. 

Mr. Topsryn. You refinanced the mortgage on your own home to 
get the funds necessary to pay off this loan; is that right? 

Mr. Typrnos. That’s right. 

Mr. Tostn. When did you get this new mortgage? 

Mr. Typrnes. I think, sir, it was in August or September of 
1950, 

Mr. Tostn. What was the amount of the new mortgage, do you 
recall ? 

Mr. Typvrncs. No. I got the maximum amount—the house when I 
bought it, I didn’t have enough to pay the full down payment on it 
and so the owner took a $2,500 second mortgage. I assumed the 
mortgage that he had already had on it, assumed the $2,500 mort- 
cage to the owner, and paid the difference and bought the house. 

Mr. Torrn. When you refinanced 

Mr. Typrnes. Then when I refinanced it, the mortgage that I had 
assumed had been worked down to such a point to pay off the second 
mortgage and a judgment against the property with the addition of 
about $750, no, around $900. 

Mr. Torrn. The amount of the new mortgage, Mr. Tydings, was 
$9,400 ? 

Mr. Typrnas. I think so. 
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Mr. Tostn. And at the time of the refinancing what was the amount 
you owed on your previous mortgage’ Do you recall ? 

Mr. Typrnes. No; I think it was sixty-some. I don’t know what 
it was. 

Mr. Tosntn. How about $7.030.25? 

Mr. Typrneos. I don’t know. 

Mr. Torrn. In any event, you got enough by refinancing to pay 
off the second mortgage and pay off Mr. Garner; is that right? 

Mr. Typines. Paid off the judgment against me; yes, sir. And 
the second mortgage, and I had to put in, I think it was close to 
$900 to make up—I couldn’t get enough first mortgage on refinancing 
to cover everything. 

Mr. Tosrn. What was the source of the additional $900 that you 
had to put in? 

Mr. Typtnas. I sold my automobile, $750, and took the rest out of 
my own pay. 

Mr. Tosrn. Did you get a check when you sold the automobile? 

Mr. Typines. Got a check. 

Mr. Torin. What did you do with the check? 

Mr. Typines. It was used as part of the proceeds to settle this. 

Mr. Tostn. That $750 made up part of your $900 difference that 
you had there? 

Mr. Typrinos. Yes, sir. 

Mr. Tosrn. How much was owing on the loan at that time, the 
loan from the Bank of Atlanta ? 

Mr. Typrnes. I don’t know. It seemed like the more I paid them 
on it, the larger it got. 

Mr. Tostn. How about the sum $2,417.08? Is that right? 

Mr. Typrnes. I don’t know. 

Mr. Torry. You have no recollection ? 

Mr. Typines. No. I don’t know what the amount was. I know 
that I checked with the building and loan and told them what I 
owed and what I wanted to do, so they said $9,400, I think, was the 
maximum they would loan on the house, and they figured it would 
take between $800 and $900 to make the difference. 

Mr. Tostn. I would like to read you some figures, Mr. Tydings, 
and see if these are in accord with your recollection. 

Our information is that at the time of this refinancing you had 
a balance due on your first mortgage of $7,000. You had a second 
mortgage roughly in the amount of $1,400. You owed $2,400 to 
the Bank of Atlanta. Is that right? Is that about right? 

Mr. Typtnes. I don’t know. I don’t have those figures here, sir. 

Mr. Torin. Do you think that is wrong? 

Mr. Typrno@s. I don’t think one way or the other about it. I don’t 
know. 

Mr. Topstn. Do you have any records going back to 1950? 

Mr. Typrnes. Not with me; no, sir. 

Mr. Tosrtn. Do you have them in your home? 

Mr. Typines. Yes, sir. 

Mr. Toptn. You do have records for 1950? 

Mr. Typrnes. Of this, yes. 

Mr. Tosry. Our information, Mr. Tydings, indicates that the bal- 
ance then outstanding on your first and second mortgage and on this 
loan from the Bank of Atlanta would be roughly $10,800. 
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You increased your first mortgage by $2,400, but with that panes 
off your second mortgage of $1 400, paid off Mr. Garner and ank 
of Atlanta $2,400, and reduced your first mortgage by a thousand 
dollars. 

To do that you have testified that you sold your car and got some 
other money which aggregated about $900, and you also got from 
the $9,400 on your first mortgage. That gave you $3,400 to accom- 
plish the repayment of about $4,400. I do not mean to confuse you 
with these figures, but from the testimony that you have given and 
the financial records that are available to us, it would seem that you 
have a thousand dollars more reduced on your various obligations 
than we are able to account for or verify. 

Mr. Typrncs. I am afraid you are in error on that, sir; because | 
have shown that paper to everybody that has investigated it, and the 
first mortgage that was on the house plus the balance on the note, 
or the judgment plus the balance on the second mortgage, could not 
have been paid off by increasing the new mortgage to ninety-four 
hundred unless I put in, I think it was $900, and it took the $900 
all exce Pt a few dollars. 

Mr. Torry. Mr. Chairman, Mr. Tydings is obviously at a disad- 
vantage on these figures, and I wonder if we could put into the record 
a report prepared in January 1953 by the Inspection Service which 
summarizes the income-tax investigation to which I refer. 

It has in detail the figures of ‘these real-estate transactions and 
establishes the capital gain on the part of Mr. Tydings when he sold 
this house, which he did not report. It establishes the rental income 
on this apartment, which he did not report. 

It summarizes the results of the study of financial records in the 
Bank of Atlanta with respect to this loan, and analyzes the refinancing 
transaction to which I have referred here. 

The computations made by the agent as to the refinancing transac- 
tion indicate that there is a discrepancy between Mr. Tydings’ expla- 
nation then and now. 

The actual facts as they are disclosed by their investigation indicate 
a discrepancy of about $900. 

I would like to put this in the record and give Mr. Tydings a copy, 
and at his opportunity ask him to compare these figures with those 
in his own records and furnish the subcommittee with an explanation 
of the thousand dollars. 

Chairman Kran. Without reading it, it will go in the record. 

(The information referred to is as follows:) 

John F. Askins 


ASSISTANT COMMISSIONER, 
Inspection, Bureau of Internal Revenue, Washington 25, D. C. 


ATLANTA, GA., January 13, 1958. 


Subject: Donald S. Tydings, Assistant District Supervisor, Alcohol and Tobacco 
Tax Division, Atlanta, Ga. 
(1) INTRODUCTION 


This report relates to an investigation conducted pursuant, to memoranda of 
the Director of the Inspection Service, dated July 18, 1952, transmitting copy of 
report of investigation by the Intelligence Unit, Atlanta, Ga., and requesting 
further inquiry into certain matters due to additional information received 
subsequent to the Intelligence Unit report. Original referral of this investiga- 
tion was supplemented by memorandum from Director, dated August 26, 1952, 
outlining specifically the folowing complaints to be investigated: Determination 
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of existence of tax deficiency for the year 1946; determination as to whether or 
not Mr. Tydings had borrowed any sum of money from Mr. Max Cohen, pro- 
prietor of the Oasis night club, Baltimore, Md. ; determination as to repayment of 
loan obtained from the Bank of Atlanta and guaranteed by James C. Garner, 
and source of funds used to liquidate this indebtedness. The Director’s memo- 
randa together with report of R. M. Bell, special agent, Intelligence Unit, trans- 
mitted therewith, is attached hereto and marked “Exhibit 1.” 


(2) CHARGES MADE 


(a) Alleged failure to include rental income from garage apartment and capital 
gain realized from sale of real property in gross income on 1946 income tax 
return. 

(b) Alleged attempt to solicit a loan of $2,500 from Max Cohen, night club 
proprietor, Baltimore, Md. 

(c) Alleged failure to pay judgment held by Mr. James C, Garner which was 
transferred to him as guarantor, by the Bank of Atlanta. 


(3) OFFICIAL HISTORY OF EMPLOYEE 


Mr. Tydings is 55 years of age, married, and resides with his wife, Mrs. Alice 
A. Tydings, his mother-in-law, Mrs. E. A. Adkins, and his brother-in-law, Mr. 
J. J. Adkins, at 2870 Lookout Place NE, Atlanta, Ga. He is a World War I 
veteran and is entitled to 5 points’ veteran preference. He attended Washington 
College at Chestertown, Pa., for 3 years, and Carnegie Tech at Pittsburgh, Pa., for 
2 years. Mr. Tydings was originally appointed as Deputy Prohibition Adminis- 
trator, Bureau of Prohibition, on July 8, 1933, and has continued in the em- 
ployment of this agency and its successors until the present time. He has been 
Assistant District Supervisor, Enforcement, in this district since May 14, 1944. 
Mr. Tydings’ present grade is GS-13, at $8,560 per annum, and efficiency ratings 
received ranged from “very good” to “excellent.” He was given a “satisfactory” 
performance rating for the year 1951. Mr. Tydings’ personnel file disclosed a 
letter from Attorney Frederick J. Dean, Jr., dated November 13, 1936, wherein 
he was attempting to enforce collection of $45 for a suit and hat which Mr. 
Tydings had purchased from Shulman & Co., Norfolk, Va., on March 21, 1935. 
Records retained in Mr. Tydings’ personnel file indicated that he paid this 
account on November 16, 1936. 


(4) EMPLOYEE’S DEFENSE 


Mr. Donald S, Tydings was interviewed on September 11, 1952. He was advised 
of the complaints against him and of his constitutional rights in the premises. 

(a) Mr. Tydings denied that he had realized a profit from the sale of the 801 
Virginia Avenue property. He alleged that he sold this property, less real estate 
commission, for approximately $13,000. It was his recollection that he paid 
$12,000 for the property and that inasmuch as he had spent a considerable sum 
for carpenter work, painting, etc., he did not feel that he had realized a profit from 
the sale. Mr. Tydings’ voluntary sworn statement relating to this and other 
charges dealt with in this report is attached hereto and marked “Exhibit 4.” 

On October 21, 1952, Mr. Tydings furnished the examining officer, who con- 
ducted an audit of his 1946 and 1947 income tax return, a statement wherein he 
stated that hé was positive that he had paid $12,500 for the Virginia Avenue 
property. He further states that necessary repairs over the period of 2 years 
that he owned the house included: plastering of several of the rooms, painting 
inside and outside, carpentry work, work on the furnace, refinishing the floors, 
and that these repairs amounted to about $1,800. In this statement, Mr. Tydings 
admitted that he sold this house for $15,000, netting him $14,250 after deducting 
the real estate commission. Mr. Tydings further stated that he did not feel 
that he had made any profit on the sale of the house but that he only recovered 
the money that he had put into it. He further alleged that the house would 
not have sold for $15,000 had he not kept the property in repair. 

Mr. Tydings stated that he did not look upon the money received from the 
rented garage apartment as income, giving the following reason for his position: 
His mother-in-law sold her residence in Wilmington, N. C., for $4,200. Mr. 
Tydings states that he bought his first house in 1940 and used his mother-in- 
law’s $4,200 as a part of the purchase money. At the time of the purchase of the 
801 Virginia Avenue property, a tenant by the name of Mrs. Moses occupied the 
garage apartment at a rental of $25 per month. In view of the fact that his 
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mother-in-law, had $4,200 in the “pool,” the tenant was instructed to make out 
check to Tydings’ wife and the check was given to his mother-in-law in order to 
make her feel somewhat independent. Mr. Tydings stated that his mother-in-law 
ised this money as she saw fit and it was not thrown into a general fund for 
living expenses. 

(bv) Mr. Tydings admitted that he attempted to solicit a loan of $2,500 from 
Max Cohen, night club operator, of Baltimore, Md. However, in defense of his 
actions, Mr. Tydings stated that a brother-in-law, now deceased, was in dire 
financial circumstances at the time, and needed $2,500 to prevent the loss of his 
home, Mr. Tydings stated that he knew of no one to go to so he wrote a letter 
to a night club operator in Baltimore, by the name of Max Cohen, asking him to 
loan him the money. He stated that he was not successful in obtaining a loan 

rom Mr. Cohen and that he had never borrowed any money frow hit in the past 
and was not indebted to him at the present time. 

(c) Mr. Tydings stated that judgment obtained by the Bank of Atlanta, and 
transferred to James C. Garner, had been paid in full on September 20, 1050. 
Mr. Tydings produced sufficient documentary evidence to substantiate liquidation 
of his indebtedness to Mr. Garner. Mr. Tydings claimed that the source of funds 
ised to liquidate the judgment was obtained by increasing the mortgage of his 
residence, proceeds from the sale of his auto, and a current salary check. 


(5) INVESTIGATION OF DEFENSE 


(a) Examination of deed records, located in the clerk’s office of the Fulton 
County Superior Court, Atlanta, Ga., revealed that Mr. Tydings purchased the 
property located at 801 Virginia Avenue on July 29, 1944, from Mrs. Esther M. 
Seott. Consideration was shown as $10 and other valuable consideration. Copy 
of closing statement, enclosure attached to exhibit 2, revealed that Mr. Tydings 
purchased the Virginia Avenue property at a cost of $11,084.52. Fulton County 
deed records revealed that Mr. Tydings sold the Virginia Avenue property on 
October 11, 1946, to J. J. and Kate Turner Meddlin, for an indicated cousidera- 
tion of $15,000. This sale was handled by the Dolvin Realty Co., Atlanta, Ga. 
Original copy of letter from the Dolvin Realty Co., dated September 29, 1952, 
which confirms the selling price of $15,000, is attached to exhibit 2. A real estate 
commission of $650 was paid by Mr. Tydings to Dolvin Realty Co., thereby net- 
ting him $14,350 from the sale of his property. At the time of the audit of Mr. 
fydings’ 1946 income-tax return, he was unable to furnish the examining officer 
any reeords relating to claimed expenditures of $1,500-$2,000, alleged to have 
been spent on improvements to the property. The examining officer informed 
Mr. Tydings that such expenditures, if actually made, were not in the nature of a 
perinanpent improvement, but merely in the nature of repairs, and he seemed to 
agree. Examination of Mr. Tydings’ 1946 and 1947 income-tax returns revealed 
that he failed to report rental income of $25 per month. In view of the fact that 
no basis could be reliably ascertained for the small apartment rented, deprecia- 
tion Was not taken into consideration, and was not used in reducing the basis ot 
the property when it was sold. ‘The examining officer allowed $5 per month or 
$60 per year for utilities that were furnished by Mr. Tydings. The audit of Mr. 
Tydings’ 1946 and 1947 income-tax returns resulted in deficiencies in the amount 
of $448.01, plus interest, for the year 1946; $94.03 for the year 1947, plus inter- 
est. Deficiency in 1946 income tax based on Mr. Tydings’ failure to include 
net taxable rental income of $240; failure to include net taxable income of 
$1,632.74, which was a long-term capital gain and realized from the sale of real 
property ; error in addition on page 3 of return which resulted in a difference of 
$99 to be returned to taxable income. The same condition with respect to rental 
ncome in 1947, as existed in 1946, resulted in a net taxable rental income of $240, 
which was omitted from the 1947 return. Mr. Tydings was in error in claiming 
medical expenses of $210, inasmuch as the amount claimed was less than 5 per- 
cent of adjusted gross income. The examining officer who conducted the audit 
did not deem it advisable to enlist the services of a special agent of the Intelli- 
sence Unit, inasmuch as he did not consider it possible to establish an intent to 
defraud, or a conclusion from which fraud could have been inferred. 

The examining officer, in his audit report, stated that Mr. Tydings was not 
requested to execute Form 870, inasmuch as the statute for the assessment of 
additional tax for the years 1946 and 1947 had expired. In view of this fact, the 
director of internal revenue, Atlanta, Ga., submitted a report of the audit, on 
October 31, 1952, to the Commissioner of Internal Revenue, requesting a deter- 
mination as to whether the tax should be collected, and, if so, the manner and 
procedure in effecting such a collection. 
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Report of audit conducted by Mr. Charles A, Plunkert, of the director's 
office, with enclosures and correspondence relating thereto, is attached to this 
report and marked “Exhibit 2.” 

(b) Mr. Tydings did not deny that he had attempted to solicit, by letter, a 
loan of $2,500 from Max Cohen, night club proprietor, of Baltimore, Md. Mr. 
Tydings stated that he was unsuccessful in obtaining a loan from Mr. Cohen and 
that he had not borrowed any money from him at any time in the past. Ina 
deposition obtained from Mr. Cohen, by the Baltimore office of the Inspection 
Service, he relates that he did not receive Mr. Tydings’ letter or that he had 
given him any money. Photostat copy of letter postmarked “February 3, 147,” 
from Mr. Tydings to Max Cohen, Mr. Cohen’s deposition and report of collateral 
investigation conducted by Baltimore office of the Inspection Service, is attached 
hereto and marked “Exhibit 3.” 

(c) Examination of report of investigation conducted by Mr. R. M. Bell, 
special agent, Intelligence Unit, disclosed that Mr. Tydings had obtained a loan 
of $3,000 from the Bank of Atlanta, which had been guaranteed by one James 
C. Garner, a bootlegger of the prohibition era and who was also a director of 
the bank, at a time when Garner had a case investigated by the Alcohol Tax 
Unit pending against him in the office of the United States attorney at Macon, 
Ga. The results of Mr. Bell's investigation disclosed that Mr. Tydings defaulted 
on this loan and that judgment was obtained by the bank. Also that Mr. Garner 
as guarantor was compelled to pay the bank and at the conclusion of the investi 
gation, Mr. Garner held execution against Mr. Tydings in the amount of $35,129 
which had not been repaid. Copy of Mr. Bell’s report is contained in enclosures 
attached to exhibit 1. 

Mr. Tydings’ statement that judgment held against him by James C. Garner 
had been paid in full, was verified by examination of receipt in Mr. Tydings’ 
possession and public records in the clerk’s office, Fulton County Superior Court, 
Atlanta, Ga. 

Mr. J. Frank Kemp, attorney at law, represented Mr. James C. Garner in the 
collection of judgment against Donald 8. Tydings. Mrs. J. Frank Kemp was 
contacted at her residence at $46 Winall Down Road NE., Atlanta, Ga.; she 
advised that her husband was in a veterans’ hospital at Knoxville, Tenn., suf- 
fering from a brain hemorrhage and that he was not physically or mentally 
capable of being contacted in regard to this or any other legal matters. Mrs. 
Kemp produced a file belonging to her husband, in reference to collection efforts 
made in attempting to effect collection of judgment against Donald S. Tydings, 
in behalf of his client, J. C. Garner. Information in this file revealed that Mr. 
Tydings had paid $500 cash on this indebtedness on July 7, 1949. It has been 
determined that this $500 was applied to the account as the result of the sheriff's 
office of Fulton County having seized Mr. Tydings’ 1941 Cadillac automobile on 
July 3, 1949, and that in consideration of release of this automobile, Mr. Garner 
agreed to release his car on payment of $500, which payment was made on July 
7, 1949. Information contained in Mr. Kemp’s file further revealed that Mr. 
Tydings’ indebtedness had been reduced to $2,302.95 as of July 30, 1950, and 
that Mr. Kemp prepared a new note in the principal sum of $2,417.08, represent- 
ing the balance due by Mr. Tydings, including interest for 1 year, and that in 
consideration of Mr. Tydings’ signing this new note, the old note was marked 
“Paid by renewal” and returned to Mr. Tydings. 

An examination of the First Federal Savings and Loan Association's records 
revealed that Mr. Tydings increased the loan on his house from $7,030.25 to 
$9,400 on September 20, 1950. Proceeds of this loan were disbursed as follows: 


I ae ee eee $171. 50 
5-year fire insurance policy.__...............___ 185. 70 
ie 76, 109. 60 
Check to Richard M. Newton (second mortgage)_._________-__-______ 1, 430. 78 
Check to J. F. Kemp, attorney for J. C. Garner, payment in full______ 1, 502, 42 


9, 400. 00 


* Balance of $7,030.25 due on original. The difference of $920.65 was received from 
Mr. Tydings. 


The bank records did not indicate whether the sum of $920.65 was in the form 
of cash or check; however, the records did show that this sum was received 
from Mr. Tydings on September 20, 1950. Mr. Tydings claimed that this sum 
was received from the sale of his automobile, $750, and a current pay check. 
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Mr. Tydings advised that Mr. C. C. Plamplin, a retired Alcohol Tax Unit in- 
vestigator, and presently chief of detectives of the DeKalb County Police De- 
partment, was the person who had purchased his car for $750. Mr. C. C. Plamp- 
lin was contacted at the DeKalb County Police Department on September 22, 
1952, regarding the purchase of Mr. Tydings’ automobile. Mr. Plamplin stated 
that he had purchased Mr. Tydings’ automobile for $750 and that he had issued 
a check to Mr. Tydings on September 6, 1950; this check was made payable to 
Mr. Tydings, and Mr. Plamplin stated that he went with Tydings to Mr. J. Frank 
Kemp's office and that Mr. Tydings endorsed this check to J. Frank Kemp for 
Mr. James C. Garner, and that Mr. Kemp negotiated this check and Mr. Plamplin 
presently has the cancelled check in his possession. This check was endorsed 
by Mr. Tydings to Mr. J. Frank Kemp, as a payment on the judgment held by 
Mr. James C. Garner. 

From information available, it appears that Mr. Tydings made a $75 payment 
on the renewal note during the month of August, and that a further credit of 
$750 was applied to this account on September 6, 1950. Check in the amount 
of $1,502.42, issued by the First Federal Savings and Loan Association, Atlanta, 
Ga., on September 20, 1950, at the time Mr. Tydings retinanced his house, appears 
to have been the balance due on judgment held by Mr. James C. Garner. The 
final balance would have exceeded the $1,502.42 had not Mr. J. Frank Kemp in- 
cluded interest for 1 year in the amount of $113.13 on the renewal note which 
was prepared on July 20, 1950. At the time of the closing out of Mr. Tydings’ 
loan, which was approximately 2 months from the date of renewal of the note 
held by Mr. James C. Garner, there was interest on this note for 12 months, 
whereas the note had only been in effect for 2 months, and Mr, Tydings thereby 
was entitled to a pro rata discount of the interest included on this note. 

The above-cited information indicates that Mr. Tydings did not obtain the 
$920.65, which was deposited with the First Federal Savings and Loan Associa- 
tion on September 20, 1950, from the proceeds of the sale of his automobile. 

A conference was arranged with Mr. Tydings for 2 p. m. on November 26, 
1952, for the purpose of giving him an opportunity of submitting any explanation 
or further statement he so desired to make in connection with obvious conflicting 
information he had given in his statements regarding the purchase and selling 
price of real property located on Virginia Avenue, and the source of $920.65 
which was deposited with the First Federal Savings and Loan Association, on 
September 20, 1950. Mr. Tydings appeared in this office at the appointed hour 
and the conference began with my questioning him as to the source of the $920.60 
deposited with the First Federal Savings and Loan Association on September 20, 
1950. Mr. Tydings was advised that in the course of the investigation, it had 
been determined that the check for the sale of his car was dated September 6, 
1950, and was made payable to him, and also endorsed by him to J. F. Kemp, and 
that Mr. Kemp negotiated this check and it was applied on the balance due the 
judgment held by James ©. Garner. He was further advised that information 
obtained by this office revealed that this check was delivered on September 6, 
1950, the date of sale of the automobile to Mr. J. Frank Kemp. Mr. Tydings 
stated: “That is not my recollection of it at all.” Mr. Tydings was again asked 
from what source he had obtained the additional $920.60, and he replied: “I 
have just finished telling you.” 

When an attempt was made to question Mr. Tydings regarding the audit of 
his 1946 and 1947 tax liabilities, he interrupted and stated: “I’ve already spent 
6 days over there going over that thing.” He also stated: “I’ve got to go. I 
have got to get out a couple of reports for Mr. Howell which can’t wait. You 
can call me Friday, I'll be here all day.” The conference was terminated with 
the understanding that Mr. Tydings would be available Friday, November 28, 
1952. 

During this conference with Mr. Tydings, he brought to my attention that he 
was being transferred to Washington, D. C., as a reviewer, and that he was 
going on annual leave for 30 days effective December 1, 1952, and that during 
this time his official transfer would be made and that other leave which would 
carry him on leave through May 31, 1953, would be approved by his superiors 
in Washington. He further stated that his plans were to come back from leave, 
on June 1, and work until July 7, 1953, on which day he would retire. 

Mr. Tydings was contacted by telephone on November 28, 1952, at 8:30 a. m., 
and was requested to call at this office at 10 a. m. for the purpose of discussing 
the investigation and to give him the opportunity to make any further statements 
desired, and/or explain certain inconsistencies made in statements given to the 
undersigned and to Mr. Charles Plunkert, internal revenue instructor, of the 
director of internal revenue’s office, regarding the purchase and selling price 
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f real property located at 801 Virginia Avenue, Atlanta, Ga. Mr. Tydings in 
formed me that he could not come to this office, as it was necessary that he be 
downtown at 9 a. m. He stated that he would be downtown for about one-half 
hour and not longer than 1 hour, and that he would call me as soon as he re 
turned to his office. 

Mr. Tydings failed to call me as agreed, and I attempted to contact him by 
telephone at 11 a. m. His secretary answered the phone and informed me that 
Mr. Tydings was in conference with Mr. Howell and didn’t think that he wanted 
to be disturbed. She said she would tell Mr. Tydings that I had called; she then 
said: “Wait a minute, Mr. Tydings just came out of Mr. Howell's office and you 
can talk to him.” There was a pause of about 30 seeonds, and Mr. Tydings’ 
secretary came back to the phone and informed me that Mr. Tydings had just 
come into his office to get some papers and had to go back to Mr. Howell's office, 
and he did not have time to talk to me. She stated that Mr. Tydings told her to 
tell me that he would call at this office for the proposed conference at 2 p.m. I 
informed the secretary that this arrangement would be satisfactory and that 
I would expect Mr. Tydings at 2 p. m.; Mr. Tydings failed to appear at this 
office, thereby failing to avail himself of an opportunity to explain the above dis- 
crepancies contained in his statements. 

Mr. Howell, Assistant District Commissioner for Alcohol and Tobacco Tax Unit, 
was interviewed on December 2, 1952, regarding Mr. Tydings’ failure to appear 
for the scheduled conference on November 28, 1952. Mr. Howell advised me 
that the reports Mr. Tydings had in mind at the time he broke off the conference 

n November 26, 1952, apparently related to disposition of seized property and 
probably quarterly expenditure reports. He further stated that he had not 
requested Mr. T'ydings to furnish him with these reports, but that Mr. Tydings 
had done so on his own initiative. Mr. Howell further stated that Mr. Tydings, 
on November 28, 1952, left his office about 11:30 a. m. and that he has not 
seen him since. Mr. Howell advised that Mr. Tydings had requested to be al 
lowed to leave early, and assumed that Mr. Tydings had left a leave slip with 
his secretary. Mr. Howell stated that he was not aware of the fact that Mr 
fydings had been requested to keep an appointment with anyone in the Inspec 
tion Service, and that had he had such knowledge, he would have certainly ad- 
vised Mr. Tydings to have kept the appointment. 

Mr. Howell stated that he had been informally advised by Assistant Commis- 
sioner Avis, that Mr. Tydings was being transferred to Washington, D. C. In- 
asmuch as Mr. Tydings is being transferred to Washington, D. C., and is pres- 
ently on annual leave at Southport, N. C., no effort has been made to contact him 
subsequent to November 28, 1952. 


(6) SUMMARY 


The results of an audit of Mr. Tydings’ 1946 income tax returns revealed that 
he had not reported the eapital gain of $3,265.48, from the sale of real property, 
half of which should have been included in his gross income. The results of 
this audit also revealed that Mr. Tydings had omitted rental income of $240 
net for the year 1946, and the same amount for the year 1947. The results of 
the examination of Mr. Tydings’ 1946 and 1947 income tax returns indicates 
deficiencies in the amounts of $448.01, plus accrued interest for the year 1946, and 
$94.08, plus accrued interest for the year 1947. 

Mr. Tydings admitted that he attempted to solicit, by mail, a loan of $2,500 
from Max Cohen, nightclub operator, of Baltimore, Md. His assertion that 
he was unsuccessful in obtaining this loan is verified by the deposition obtained 
from Mr. Max Cohen. 

Mr. Tydings’ statement that the judgment held against him by James C. 
Garner, had been paid in full, was verified by examination of receipt in Mr. 
Tydings’ possession, and public records in the clerk’s office, Fulton County 
Superior Court, Atlanta, Ga. It was determined that the source of funds used to 
liquidate this judgment were obtained by increasing the mortgage held on his 
residence and the sale of his personally owned automobile for which he received 
$750. In connection with the liquidation of this judgment, the source of the 
$920.65 which was required to liquidate this indebtedness, could not be deter- 
mined from the information or statements furnished by Mr. Tydings. 


(7) COMMENTS AND RECOMMENDATION OF EMPLOYING OFFICER 


The comments and recommendation of Mr. Tydings’ employing officer were 
not obtained, inasmuch as his former superior officer, due to the reorganization, 
has been transferred from this district, and that his present employing officer, 
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Mr. Howell, assistant district commissioner, does not have any prior knowledge 
of Mr. Tydings’ activities or has not been acquainted or associated with him 
in any way prior to November 1952, 

(Signed) Joun F. Axtns, Inspector. 

Mr. Typrncs. The First Federal Savings and Loan in Atlanta had 
the original mortgage on the house. They handled all that trans- 
action of the refinancing. 

My $800 or $900 was ‘turned over to them the day of the settlement 
and they paid off the second mortgage. They paid off the Bank of 
Atlanta note themselves. I didn’t do it. 

The day I went up there I gave them, I think it was almost 3900. 

Mr. Tosry. Mr. Tydings, I think you yourself should for your own 
guidance and protection, have an opportunity to study this report and 
these figures, and I would like to have you do so. 

We will state to you, however, that your testimony along that line 
appears to be incorrect in that you yourself paid over the proceeds 
of the sale of your car to the b: unk, to the Bank of Atlanta, and to Mr. 
Garner, and you did not pay it over to the First Federal, as you so 
testified. The endorsement on the check even when you sold your car 
indicates that you paid that check directly to the bank and to Mr. 
Garner, and not on the first mortgage, either, but I think that you 
should have an opportunity to study that before going any further. 

I would like to ask you one final question at this time. In the 
course of the investigation of this mare the Inspection Service you 
were interviewed on the case by them; is that right ¢ 

Mr. Typrnas. Yes, sit 

Mr. Torin. Did you ever refuse to keep an appointment with the 
Inspection Service / 

Mr. Typrnes. No, sir 

Mr. Tonrx. You are quite sure of that? 

Mr. Typrnes. I was usually up there 10 or 15 minutes ahead of time, 
sir. 

Mr. Tonry. Did you ever arrange by telephone with the Inspection 
Service to have an interview in their office on November 28, 1952, at 
2 p.m., which would have been shortly prior to your going on annual 
leave, and fail to keep that appointment ? 

Mr. Typines. | certainly don’t recall it, sir. 

Mr. ‘Torry. I would like to read the following, Mr. Tydings. This 
is the report of Mr. Akins of the Inspection Service at Atlanta: 

Mr. Tydings was contacted by telephone on November 28, 1952, at 8:30 a. m., 
and was requested to call at this office at 10 a. m. for the purpose of discussing 
the investigation and to give him the opportunity to make any further statements 
desired, and/or explain certain inconsistencies made in statements given to 
the undersigned and to Mr. Charles Plunkert, internal revenue instructor, of the 
director of the internal revenue’s office, regarding the purchase and selling 
price of real property located at 801 Virginia Avenue, Atlanta, Ga. 

Paraphrasing, you stated that you could not be there at that time 
and advised that you would call Mr. Akins. 

Mr. Akins goes on to state that you had failed to call him and he 
attempted to reach you by telephone and conferred with your secre- 
tary and was told by her that you were with the assistant district com- 
missioner, Mr. Howell, that the secretar y discussed the matter with 
you when you came out of the conference very briefly and you fixed the 
date of 2 o’clock that afternoon. 

Was that a Friday? 
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Mr. Typtnes. I don’t know whether it was Friday or not, sir. 

Mr. Tosrx. And you did not appear and you have not been back 
there since; is that accurate ? 

Mr. Typrnes. That apparently was the last day I worked. 

Mr. Tonin. Your last day of duty in Atlanta. Is it accurate to say 
that you had an appointment with the Inspection Service with the 
purpose of giving testimony on these matters and did not keep it, but 
instead left the ¢ ity ¢ 

Mr. Typos. I didn’t leave the city for 2 weeks after that, sir. 

Mr. Tosrn. But you never went by the Inspection Service ; did you ? 

Mr. Typrncs. I was on annual leave. Akins saw me in the office. 
I don’t think he called. He saw me in the office and I made a remark to 
him that I was going on annual leave the first of the month. 

Mr. Tosin. That is all, Mr. Tydings. 

Could Mr. Tydings be asked to stay over until tomorrow ? 

Chairman Kean. Yes. 

Mr. Tydings, will you stay over until tomorrow’ We may have 
some more questions for you tomorrow. 

Mr. Typinecs. All right, sir. 

Chairman Kran. Mr. McQuown. 

Will you raise your right hand? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you God ¢ 

Mr. McQvown. I do. 


TESTIMONY OF CARLETON R. McQUOWN, SPECIAL INVESTIGATOR, 
ALCOHOL AND TOBACCO TAX DIVISION, ATLANTA, GA. 


Chairman Kran. Will you give your name 

Mr. McQuown. C. R. Me ‘Quown, M-c-Q-u-o-w-n, C. R. MeQuown. 

Mr. Toprn. Mr. McQuown, are you employed by the Bureau of 
Internal Revenue? 

Mr. McQuown. Yes, sir. 

Mr. Torin. What is your present position and post of duty, please / 

Mr. McQuown. Special investigator at Atlanta, Ga. 

Mr. Torix. How lon ig have you been in that capacity in Atlanta ? 

Mr. McQvown. Twenty-three years. 

I lave been an employee of the Internal Revenue Bureau for 25 
years, Ist of February. My active service as a special investigator 
started 

Mr. Tostx. We do not need that date, sin 

Mr. McQuown. It was broken is the reason I wanted to 

Mr. Tonrn. Yes, sir. In 1944, Mr. McQuown, were you assigned to 
a tax investigation of Mr. James Garner, of Atlanta ? 

Mr. McQvown. Yes, sir. 

Mr. Tosin. Was that an investigation relating to OPA violations in 
the sale of liquor ? 

Mr. McQuown. Yes, sir; black-market operations. 

Mr. Topix. And did you make a case against Mr. Garner? 

Mr. McQuown. I did. 

Mr. Tosrn. And did you recommend criminal prosecution of Mr. 
Garner ? 

Mr. McQvuown. I did. 


Mr. Torin. To whom did your report go? 
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Mr. McQuown. The case was turned over to Mr. Tydings. 
Mr. Torin. In the course of your investigation of the case, Mr. 


McQuown, you discussed it with the United States attorney for the 
middle district of Georgia? 

Mr. McQuown. Mr. ‘Cowart, I did. 

Mr. Tosin. Did he express any opinion to you as to the merits of 
the case as far as criminal prosecution was concerned ? 

Mr. McQuown. I outlined it to him, as to the various overt acts 
that had been committed in the middle district of Georgia, and he told 
me it was a good case and he would like to have it as quick as it was 
written so he could have it indicted. 

Mr. Tosrn. And you then submitted your case report to Mr. 
Tydings? 

Mr. McQuown. Yes, sir. 

Mr. Tosrn. Did he approve it? 

Mr. McQuown. No, sir. 

Mr. Torin. What did he do? 

Mr. McQuown. At that time I was out of town for a while, and 
I left the matter with the case writer, one of the girls in the office, 
and I requested her that before it was to be handed to Mr. Tydings 
I would like to review it as quick as I came back from my trip. 

When I came back she told me that she had already handed it to 
Mr. Tydings, and I have to talk to Mr. McPherson about it, who was 
his aid, and he told me that Mr. Tydings had found quite a lot of 
mistakes in the case. 

[ was very greatly surprised, and I went to Mr. Tydings about the 

natter, and he told me that it would have to be rewritten. 

Mr. Tosrn. Did you rewrite it? 

Mr. McQuown. No, sir; he didn’t assign me to the rewriting. I 
asked him the privilege of rewriting it because I felt that it was 
maybe typographical errors that h: ad been committed and as long as 
they hadn’t reviewed it, I would like to have the privilege of rewriting 
it, and he told me he had assigned some other man to rewrite it. 

Mr. Tortn. Did you ever see the rewritten report until today ? 

Mr. McQuown. I saw it in the district office at Atlanta, Ga., on 
Friday. 

Mr. Tosrn. Of last week? 

Mr. McQuown. Of last week. 

Mr. Toxin. Prior to that time, you had never had an opportunity 
to see the revised report ? 

Mr. McQuown. I never saw the revised report until last Friday. 

Mr. Tosrn. Was there any other case within your experience when 
this happened to one of your reports ? 

Mr. McQuown. You mean a similar case? 

Mr. Tosrn. Has there ever been a case, Mr. McQuown, of this nature, 
where 

Mr. McQuown. No, sir. 

Chairman Kran. What was that? I did not quite get it. 

Mr. Tosrn. Mr. McQuown stated, Mr. Chairman,:that there had 
never been a time other than this Garner case when he had made a 
case report which had thereafter been rewritten and by somebody else 
wherein he was not allowed to see or participate in the rewriting of 
the report. 

Chairman Kran. Did you ask to participate? 
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Mr. McQuowy. I asked Mr. Tydings whether he would permit me 
to rewrite the case, and he told me that it had been reassigned to some- 
body else to rewrite it. 

Mr. Tostn. What was the disposition of the case? What disposition 
was made of this case? 

Mr. McQuown. It was finally closed in a compromise of $3,000. 

Mr. Tosrn. By the United States attorney ¢ 

Mr. McQuown. At Macon, Ga. 

Mr. Tosin. Was this the same United States attorney who told you 
he would prosecute the case? 

Mr. McQuown. Yes, sir. 

Mr. Tosrn. Did you ever discuss this change in opinion with him? 

Mr. McQuown. I spoke to him about it upon two occasions and 
on those occasions he told me that the matter that I had outlined 
to him relative to the overt acts which had been committed in his 
district had been omitted for some reason. 

Mr. Tosrn. And, therefore, he could not 

Mr. McQuown. He didn’t feel that he had jurisdiction to carry on. 

Mr. Tostn. What was the amount of money involved, could you 
recall, in the Garner case when you wrote up the report ? 

Mr. McQuown. My recollection is that I had an overcharge or 
a fraud of $678,000. This case that now I see lists $450,000. 

Mr. Tosrtn. And was disposed of with an offer in compromise of 
$3,000? 

Mr. McQuown. Yes, sir. 

Chairman Kean. Let us get that clear. You recommended $678,000 ? 

Mr. McQuown. I beg your pardon. I found $678,000 overcharged. 

Chairman Kean. Yes. And when it was rewritten under the super- 
vision of Mr. Tydings they found an overcharge of only $450,000? 

Mr. McQuown. Yes. 

Chairman Kran. And then the case was finally settled for $3,000? 

Mr. McQuown. $3,000. 

Mr. Boces. Was $3,000 a likely figure? What would you normally 
settle a case for? 

Mr. McQuown. I don’t know. I wouldn’t want to say, in view of 
what they have been settling a lot of cases for lately. 

I don’t know, but the case was a good case. 

Mr. Bocas. I do not quite understand the technical implications. 
You spoke of $678,000. Would that mean that the taxpayer owed the 
Government $678,000 ? 

Mr. McQuown. No, sir; that was his overcharge. 

Mr. Bocas. How much did he owe the Government? 

Mr. McQuown. Well, of course, that would be a matter that would 
have to be determined. If it could be proven that he actually received 
that money, then of course what he paid out in overcharges at that 
time would have to be deducted and all those things would be a mat- 
ter of calculation between him and the income-tax department. 

This is just a matter that I reported showing how much he collected 
over and above the proper ceiling price which was the selling price at 
that time for the commodity that he sold. 

Can I tell you something of a similar one to this which will be of 
benefit ? 

We had a similar case which I made, the Richmond Liquor Cos. in 
Augusta, Ga., which carried about the same amount, — of course, 
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there is a criminal angle to those cases and the man in that case, same 
amount approximately, served 18 months in the penitentiary, paid 
$10,000 in fines, and then made an amended income tax for $28,000. 

That was the disposition of the case that I prepared immediately 
before this case. 

Mr. Tostn. Mr. Boggs, at this time the Alcohol Tax Unit was 

charged with the investigation of violations of OPA regulations relat- 

ing to liquor and when they made one of those cases, “that would be 
for a violation of the OPA regulations which might result in a 
erimins i prosecution for OPA v iolations, or payment “of fine, or offer 
in compromise to dispose of the OPA matter. 

Then, as most of these cases involve income-tax violations also, the 
matter of the additional income tax there would be handled not by the 
Alcohol Tax Unit, but by the Income Tax Unit. 

Mr. Bosas. I understand. 

Mr. Torry. So that for Mr. McQuown’s purposes, the issue was 
whether there should be a criminal prosecution or financial penalty 
for violation of the OPA. 

Mr. Boces. You were investigating OPA violations? 

Mr. McQuown. Yes, sir. 

Mr. Boees. And you found $600,000, approximately ? 

Mr. McQuown. Yes, sir. 

Mr. Toprn. And the case that you processed just prior to this one 
resulted in, which was similar in all respects to this one—— 

Mr. McQuown. In every respect. 

Mr. Boges. A criminal prosecution with sentencing of 18 months 
ind payment of $10,000 as an offer in compromise and the assessment 
of additional taxes ? 

Mr. MoQuown. Yes, sir. 

Mr. Tosrn. They paid additional income taxes. Was that a $10,000 
fine ¢ 

Mr. McQuown. Fine for the criminal end of it. 

Mr. Torstn. So it was your expectation, Mr. McQuown, that the 
Garner case would be handled the same way; is that it? 

Mr. McQuown. Yes, sir; I supposed it would be. I could see no 
reason why it shouldn’t be. 

Mr. Tonry. Did the Garner case go to the judicial district where 
you had anticipated it would go? 

Mr. McQuown. Yes, sir; it was referred to Mr. Cowart. 

Mr. Boces. To whom ? 

Mr. McQuown. The district attorney of the middle district of 
Georgia, Mr. Cowart. 

Mr. Torin. Did he take jurisdiction over the case then? 

Mr. McQuown. I understand—now, I am not sure of this, but I 
understand that he sent it to the district attorney of Atlanta, claiming 
that there was some things in there—that there weren’t some things 
in there that he had, that he and I had discussed, and he felt that 
Atlanta should prosecute the case. 

Mr. Boces. Rather than 

Mr. McQuown. Than he. 

Mr. Boaes. The determination of whether or not the case would be 
prosecuted was up to the United States attorney, was it not? 

Mr. McQuown. Yes, sir; always is; yes, sir. 
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Mr. Boces. As to the Richmond case that you just referred to in 
Augusta, was that in the judicial district? 

Mr. McQuown. No, sir; that is what they call the southern judicial 
district. — 

Mr. Boges. You had a different United States attorney there. What 
was his name? 

Mr. McQuown. Daniels, Sax Daniels. 

Mr. Boacs. Was he the one that prosecuted the Richmond case? 

Mr. McQuown. Yes, sir. 

Mr. Boces. What was the name of the prosecuting attorney in the 
Garner case ? 

Mr. McQuown. Mr. Cowart passed it to Mr. Andrews. 

Mr. Andrews was in Atlanta. 

Mr. Boaes. Mr. Cowart referred it to Mr. Andrews? 

Mr. McQuown. Yes, sir. 

Mr. Boees. What did Mr. Andrews do with it? 

Mr. McQuvown. His docket was so, it was suggested, that it was 
held for a long period of time, and then I don’t know whether it was 
referred to Mr. Cowart just a short time before it was compromised, 
but it was referred to him before it was compromised and at that 
time he expressed the opinion that as long as it came back to him the 
second time he was going to have it indicted, but it was compromised 
before he did get it indicted. 

Mr. Boces. Who made the compromise ? 

Mr. McQuvown. The compromise was arranged through Mr. 
Caudle. 

Mr. Boces. Through whom ? 

Mr. McQuown. Through Theron Caudle. 

Mr. Boces. Who is Mr. Caudle? 

Mr. McQuown. He used to be the Attorney General of the United 
States. 

Mr. Tosrn. He was then of the Criminal Division, was he not? 

Mr. McQuown. Yes, sir. 

Mr. Boces. I did not understand you. 

Mr. McQuown. I may not have pronounced Caudle right. We were 
advised of that fact by Mr. Carroll Mealey, our Deputy Commis- 
sioner, on March 11, saying that the case had been settled for a 
compromise of $3,000, March 11, 1947. 

Mr. Bocas. The compromise was made here in Washington? 

Mr. McQuown. Yes, sir. 

Mr. Bocas. How long did the United States attorney in Georgia 
hold the case ? 

Mr. McQuown. The case was first jacketed on January 26, 1944, 
and it was reported, according to our records, to the United States 
attorney on March 2, 1945. 

The compromise was effected, and the notice of our compromise, as 
we have it, was on March 11, 1947. 

Mr. Boges. Let me get those dates straight. The United States 
attorney got it when? 

Mr. McQuown. March 2, 1945. 

Mr. Boaes. March 2, 1945? 

Mr. McQuown. Yes, sir. 

Mr. Boaes. And it was compromised approximately 2 years later, 
1947? 
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Mr. McQuown. Yes, sir. 

Mr. Boaas. And al] that time the United States attorney had it? 

Mr. McQuown. Two of them had it. The one in Atlanta and the 
one in Macon had it. 

Mr. Boces. At any period during that time they could have prose- 
cuted, could the »y not have ¢ 

Mr. McQuown. Yes, sir. 

Mr. Boces. Did Mr. Tydings have any way that he could stop them 
from prosecuting or urge them to prosecute ¢ 

Mr. McQuown. I can’t answer that question. I don’t know. 

Mr. Boces. Let me put it another way. The decision to prosecute 
was a decision that lay properly within the jurisdiction of the United 
States attorney ; is that not so? 

Mr. McQuown. Yes, sir: that is true. 

Mr. Boces. And for some reason or other, neither one of them 
prosecuted ? 

Mr. McQuown. Wasn’t prosecuted. 

Chairman Kean. Would the rewriting of the case in the way it 
was rewritten make it such that it would be less probable that the 
United States attorney would decide to prosecute ? 

I mean was the case weakened in the rewriting? You said you saw 
it on Friday for the first time. 

Mr. McQuown. Yes, sir. 

Chairman Kran. Was the case weakened, or was only the amount 
lessened ? 

Mr. McQvown. In reply I might say that I have no copy of my 
original file and the case is a rather voluminous case and I couldn’t 
recall whether any omissions had been made, and the only thing that 
I have in answer to that would be the remark that the district attor- 
ney, John C. Cowart, at Macon, made the remark to me that the case 
that I had discussed with him and that he had agreed to prosecute, 
that there was a great many of the overt acts that I had spoken to 
him about not included in that case. 

Chairman Kran. Thecase as it was finally presented ? 

Mr. McQuown. As it was presented. 

As it was presented. 

Mr. Bocas. Mr. Cowart was one of the United States attorneys? 

Mr. McQuown. Yes, sir. 

Mr. Boaes. What was the name of the other one? 

Mr. McQuown. M. Neil Andrews. 

Mr. Boces. Who was the United States attorney in the Augusta 
district ? 

Mr. McQvown. Sax Daniels. 

Mr. Boces. Did you have any other cases in Cowart’s and Andrews’ 
district beside the Garner case ? 

Mr. McQuvown. Not similar cases, a lot of just minor violations of 
the internal-revenue laws. 

I have had a number of cases in their districts quite often. 

Mr. Bocas. Were there prosecutions in those cases ? 

Mr. McQuown. Yes, sir; promptly. 

Mr. Boces. There were prosecutions by Cowart and by Andrews? 

Mr. McQuown. Cowart would prosecute more promptly in view of 
the fact that his calendar was clearer than the one in Atlanta. The 





INTERNAL REVENUE INVESTIGATION 281 


calendar in Atlanta was congested very badly at that time. Cases 
wouldn’t get to trial. They didn’t have time. 

Mr. Bogas. Why did Cowart transfer this case from his district to 
Andrews’ district ? 

Mr. McQuown. He said that the jurisdiction as appeared in the 
case lay now with Andrews in the northern district of Georgia. 

Mr. Bocas. What do you mean “now with Andrews” ? 

Mr. McQuown. After he made the remark to me that what I had 
told him was no longer in the case, after he reviewed it he felt that 
the jurisdiction lay with Andrews in the northern district. 

Mr. Boces. Do you mean by that that there had been recorded in 
the first instance violations in the middle district and then in the 
second instance the violations were not reported in the middle district ? 

Mr. McQuown. That is what I presume he meant, because I didn’t 
have a chance to read the case. I don’t know if anything has been 
omitted out of that since then, or not. That’s what he told me. 

I had seen him several days to discuss this matter with him while 
I was preparing the case and I would tell him of the various incidents 
and overt acts, as to where they occurred, in Albany, and Macon, and 
other points in his district, and he says, “Bring it to me and I'll prose- 
cute. Ill be glad to get it,” and then I took time off one time and was 
going through Macon and I called his office and he told me he sent 
that back to Andrews in the northern district of Georgia. 

He said, “I didn’t find the things that you and I discussed in 
there, not all of them, any more, and it looks as if he has jurisdiction.” 

Mr. Bocas. Did this man Garner have a chain of liquor stores? 

Mr. McQuown. Yes, sir. 

Mr. Boces. How many did he have? 

Mr. McQuown. He had 7 or 8 in Atlanta and then he was the 
outlet for the dry counties in the State of Georgia. 

Mr. Bocas. The outlet? 

Mr. McQuown. Yes, sir. 

Mr. Boces. Explain that a little to me. 

Mr. McQuown. The wholesale liquor dealers at that time had a 
meeting and they decided that there was enough basic permits already 
issued and they induced Mr. Garner to take over the position as an 
outlet and that he could sell liquor in the dry counties in the State 
of Georgia without molestation from them in any way, shape, or form. 

Mr. Boces. Molestation from whom? 

Mr. McQuown. They wouldn’t go in there with their men. They 
wouldn’t try to sell in those counties which they assigned him. 

Mr. Boces. Did they assign themselves for other counties? 

Mr. McQuown. They would have to work that. Then they would 
furnish him all the liquor that he needed to furnish the dry counties 
of Georgia and then they would go by once a week and get his orders 
and pick up their money for the stuff that he put out. 

Mr. Boggs. So, in fact, that was a conspiracy on the part of the 
wholesale liquor dealers to violate the local option laws of the various 
counties of Georgia! 

Mr. McQuown. I presume that could be said. 

Mr. Boces. Garner was their agent? 

Mr. McQuown. He was the agent of the wholesale liquor dealers 
and he never had a basic permit. 
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Mr. Bocas. How did he effect these outlets? What were the out- 
lets ? 

Mr. McQvuown. Oh, he had a staff of salesmen who called on the 
customers in the dry counties. 

Mr. Boces. Were the customers barrooms, or what ? 

Mr. Mc Quown. No; they held basic permits, when they did, and 
then the local officials wouldn’t do nothing about it. 

They held a retail liquor dealer’s license. That wasn’t a basic 
pe rmit in that case. They got in the liquor in dry counties. They let 
in the liquor in dry counties, and they could buy all the liquor they 

wanted and then the county officials would permit the sale. 

Mr. Boces. Is the Garner case the biggest case that you had? 

Mr. McQuown. No, the Richmond case was just as big, if not big- 
ger. I think the Richmond case was maybe a little bit bigger. 

Mr. Boaes. You had no other case the size of the Richmond case 
and the Garner case ? 

Mr. McQuown. No, sir; I was taken off this business about that 
time, after I finished that case. 

Mr. Bocas. Who took you off ? 

Mr. Mc¢ ev own. Mr. z ‘ydings—t: aken this work away from me and 
sent me over to the district office for some reason or other. 

Mr. Bocas. He had the authority to do that, did he! 

Mr. McQuown. Oh, yes; he was my district supervisor. 

Mr. Bocas. Were there any other cases which you were contemplat- 
ing investigating when you were ti eh off this work? 

Mr. McQuown. Yes. I didn’t say nothing to him about it, but there 
was the Murray Harmon case. He went scot-free. 

Mr. Boaes. That case never was made? 

Mr. McQuown. Not to my knowledge. 

Mr. Boges. What year were you making these cases? 

Mr. McQuown. In 1944, when I finished these cases. 

Mr. Boces. When OPA was in effect ? 

Mr. McQuown. Yes, sir. 

Mr. Torry. Mr. Chairman, on the subject of this offer in com- 
promise, the files of the Alcohol Tax Unit indicate that the Garner 
case was before Mr. Tydings’ division in the office. Mr. Tydings was 
directed by W ashington through the district supervisor to secure a 
memorandum from Mr. Garner’s attorney of Mr. Garner’s transac- 
tions with these other wholesalers about whom Mr. McQuown has 
testified. 

Instead of doing that, Mr. Tydings then called Mr. Garner into his 
office and took a question-and-answer statement from him with respect 
to these other people in the wholesale-liquor picture in that area. 

There are no other indications in the Alcohol Tax Unit file of any 
further negotiations between Mr. Garner and the Bureau. 

However, in a letter signed by Mr. Caudle, notifying the United 
States attorney at Macon, Ga., and notify ing Mr. Cowart, the United 
States attorney, that the Garner case would not be prosecuted, this 
letter, dated March 5, 1947, states: 

As you were previously advised, this is not the type of case in which an admin- 
istrative settlement is favorable. However, in view of the peculiar circum- 
stances involved, particularly the tentative understanding had in respect to the 


assistance rendered to the Government by James C. Garner in an important case 
the offer was accepted as of February 27, 1947. 
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The only indication from any files that we have of any tentative 
understanding is that question- and-answer statement that Mr. Tydings 
took, and there is no mention of any understanding at that time. 

That apparently is the basis on which this offer in compromise was 
accepted. 

Do you, Mr. McQuown, have any information of the tentative under- 
standing reached with Mr. Garner that if he would give testimony 
against others he would not be prosecuted ¢ 

Mr. McQvown. No more than what I saw in the case this morning. 

Mr. Torstn. Did Mr. Garner ever testify for the Government in any 
other case ¢ 

Mr. McQuown. I understood he was called to Louisville, but 
whether he testified or not, I do not know. The Wathen case, I think, 
he was supposed to testify in, but I understand what he testified was 
absolutely of no value as far as settling the case was concerned. 

Mr. Torin. Your understanding, Mr. McQuown, is that the in 
formation elicited by Mr. Tydings from Mr. Garner was of no value 
to the Government in the Wathen case ? 

Mr. McQuown. Yes, sir; that is my understanding, and I think it 
is borne out by the letters on file in the case. 

Mr. Tostn. During the time that this Garner case was being proc- 
essed, were you ever in Mr. Tydings’ office with Mr. Garner ? 

Mr. McQuown. Just on one occasion. 

Mr. Tosrn. And on that occasion was any reference made by Mr. 
Tydings to his need for money 4 

Mr. McQuown. No, sir; I didn’t hear anything said by Mr. Tydings 
on that occasion to that effect. 

Mr. Tosrn. You learned that subsequently, Mr. McQuown, Mr. 
Tydings had borrowed money from the Bank of Atlanta; is that 
right ? 

Mr. McQuown. Yes, sir; I made an investigation of that matter. 

Mr. Topix. How did you come on that information ¢ 

Mr. McQuown. A new man who is assigned to the State tax bureau 
named C. L. Visscher 

Mr. Toztn. Will you spell his name? 

Mr. McQuown. \V-i-s-s-c-h-e-r, C. L. Visscher, sometime in July 
1947 I think it was asked me how much of the $3,000 I got that Jimmie 
Garner paid Mr. Tydings to get his case settled, and I said, “What are 
you talking about ?” 

He says, “Well, you go down to the Fulton County Courthouse and 
you will see the record.” 

I went down to the Fulton County Courthouse and I found where 
the Bank of Atlanta had sued and got a judgment against Mr. Tydings 
for $2,835 and that their attorney, who was J. F. Kemp, who was a 
very close friend of mine—— 

Mr. Tortn. That is K-e-m-p? 

Mr. McQuown. K-e-m-p. 

Mr. Tortn. Is Mr. Kemp a very prominent attorney ? 

Mr. McQuown. Very prominent attorney and has been with the 
former assistant district attorney. 

Mr. Tozin. What was his reputation in Atlanta? 

Mr. McQvown. Excellent, a high standing man, very high in 
character. 
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Mr. Tosin. Did you ever thereafter discuss this matter with Mr. 
Kemp? 

Mr. MoQuown. I went to Mr. Kemp and I talked to him about it, 
and he told me that the Bank of Atlanta had turned over to him for 
collection a note signed by Mr. Tydings and a guaranty paper signed 
by Mr. J. C. Garner guaranteeing $2,835, a renewal note, as of May 

1947. He said that he had talked to Mr. Tydings about this thing 
and wanted him to pay him so that the matter would be closed and 
that Mr. Tydings was very much disturbed about it and he told 
him 

Mr. Tostn. Mr. Tydings told Mr. Kemp? 

Mr. McQuown. Told Mr. Kemp that he thought that Mr. Garner 
who was the guarantor and who had paid the note should leave him 
alone because he felt that he had done enough good for him in getting 
his case settled so he wouldn’t have to pay. 

Mr. Torin. Did Mr. Kemp ever give you a statement in writing to 
that effect ¢ 

Mr. McQuown. He did. 

Mr. Tostn. I show you, Mr. McQuown, a photostatic copy of that 
statement and ask you if that is the statement to which you refer? 

Mr. McQuown. This is it. 

Mr. Tostn. May I read that statement, Mr. Chairman ? 

Chairman Kran. Yes. 

Mr. Topin. This is on the letterhead of J. Frank Kemp and J. M. 
Johnson, attorneys at law, Atlanta, Ga., dated August 4, 1948: 


To Whom It May Concern: 


Sometime during the early part of 1947 the Bank of Atlanta turned over to me 
for attention a promissory note signed by Donald 8S. Tydings, and on which J. C. 
Garner was guarantor. I negotiated a renewal of this note. The renewal note 
is dated May 1, 1947, but according to my best recollection it was dated back a 
few days. When I called on Mr. Tydings and obtained this renewal note, he 
stated that he was unable to pay the note and complained about being pressed 
about the matter. He said that he thought Mr. Garner should pay the note as 
he had helped him get his case settled. I reported this statement to Mr. Garner 
and he instructed me to sue the renewal note if it was not paid as he had not 
made any promise to Tydings. 

Later the note was sued to judgment. Mr. Garner paid the bank, but I have 
been unable to effect collection from Tydings. 

Yours very truly, 





J. F. Kempe. 

After you had obtained this statement, Mr. McQuown, what did 
you do? 
~ Mr. McQuown. I called Mr. Garner on the phone and I asked him 
relative to this guaranty of note from Mr. Tydings and he said, 
“Yes, I guaranteed it.” 

I asked him several other questions as to what he meant by this 
$3, 000 and whether he was supposed to pay for the work Mr. Tydings 
had done in getting his case settled. 

He said, “Well, I can tell you this much: I ain’t the only one that 
he put the bite on.” 

1 said, “Will you come down to Mr. Kemp’s office? Id like to 
discuss this matter with you and Mr. Kemp,” and he promised to 
meet me there the next morning, and he did. 

He met me there the next morning and I asked him relative to this 
note business and he said, “Wait a minute; I don’t want to get into 
this thing because I am already interested.” 
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I said, “Is it a fact that you guaranteed this note?” 

Then he made a statement, but he wouldn’t sign it, but he told me— 
can I read the letter to refresh my memory? 

Mr. Tosrn. Read it, sir. 

Mr. McQuown [reading]: 


STATEMENT OF J. C. GARNER, MADE IN THE PRESENCE OF His ATTORNEY, J. F. Kemp, 
Avaust 4, 1948 


Sometime in the early part of 1947, to my best recollection [the exact date at 
this time unkrown], Mr. Donald 8. Tydings, who at that time was connected with 
the Alcohol Tax Unit asked me, either in his office or at the office of the bank, 
whether the Bank of Atlanta, Atlanta, Ga., of which I was director, would make 
him a loan. 

I told him that the Bank of Atlanta would make loans to anyone who had 
collateral or assets to cover the necessary required security requirements. Mr. 
Tydings applied for a $3,000 loan and failed to submit a financial statement. 
The bank refused to make the loan until such a statement was submitted. Mr. 
Tydings then prepared a financial statement and again asked for the loan. 
The officials of the bank went over his financial statement and it did not appear 
that he was in possession of sufficient property clear of encumbrances to permit 
them to make the loan and they again refused him, and at this time they said 
that if I would guarantee the loan they would give Mr. Tydings the money. 

I agreed to do this as Mr. Tydings told me that he was planning on selling 
his home that he then owned and the $3,000 was to be applied to the down pay- 
ment of another home that he was planning on buying and that as soon as he 
sold his home he would then be in a position to repay the $3,000, and asked that 
the note be paid for 90 days. 

This note as I recall was made about the 1st day of February 1947 and it 
was made payable on or about May 1, 1947. When it became due Mr. Tydings 
asked for another extension. The note was renewed and he was given the 
privilege of paying it off at the rate of $100 per month. He made one payment 
of $100 on the renewal note and subsequently tendered another $100 after the 
note had become in default on two installments. 

The bank refused to accept the $100 last tendered and turned the note over to 
J. F. Kemp, its attorney, for collection, which was filed on the note and judg- 
ment was taken against Mr, Tydings. 

Sometime in December 1947 the bank was paid off by me and the execution 
was transferred to me. 


At that time when we got that far in that statement I told him that 
I would like if he would complete it now, as to his conversation with 
Mr. Tydings. 

He says, “I don’t want to have anything to do with that fellow.” 

He says, “If I had my way about it I would like to get my fingers 
around his neck and choke the wind out of him.” 

He says then, “Wait a minute. Am I going to get into this thing 
further?” 

I said, “Well, you can say whatever you want to. You have gone 
this far with it,” so he made this statement : 

I am now advised by Mr. Kemp that Mr. Tydings stated to him during the 
negotiations he had with him in regard to the collection of the note that he 
thought I should pay the note as he helped me get my case settled. Mr. Kemp 
states that he brought this to my attention at the time, but I do not recall 
this. 

However, I never asked Mr. Tydings to help me get my case settled. This 
settlement was arranged by my attorneys, Mr. McWhorter and Mr. Bentley, 
through the district attorney’s office in Macon, Ga., and through the Washington 
office, as they told me. I was not present when the arrangements were made. 

He then said further, “This thing has cost me more money than I 
am willing to tell about,” and that was the end of the interview. 

Mr. Tosrn. Did you thereafter report this matter to your superiors 
in the Bureau of Internal Revenue? 
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Mr. McQuowy. I turned the matter over to the district attorney, 
Cowart, a close friend of mine, and asked him to turn it into the De- 
partment of Justice. 

Mr. Tostn. Do you know whether he did so? 

Mr. McQuown. He did so. I discussed the matter. Before doing 
this I discussed the matter with District Judge E. Marvin Under- 
wood, who also was a very close friend of mine, and he said that these 
facts if proven, of course, were an offense against the Federal Gov- 
ernment, title 25, section 201, something of that order, and I should 
turn it over to the proper authorities and have it investigated, and I 
did that and turned it over to Mr. Cowart. 

Mr. Tonrn. You testified earlier that you thought you came about 
this matter in 1947. Was that 1948? 

Mr. McQuvown. It was 1948. 

Mr. Tortn. Thereafter this matter was investigated by the Intelli- 
gence Unit? 

Mr. McQuown. Yes, sir. 

Mr. Tosrn. And were you interrogated by the Intelligence Unit? 

Mr. McQuown. Yes, sir. 

Mr. Topix. Did you submit an affidavit to the Intelligence Unit? 

Mr. McQuown. Yes, sir. 

Mr. Torry. I show you a copy of that affidavit, Mr. McQuown, and 
ask you whether it is the one you submitted ¢ 

Mr. McQuown. In fact, I think I submitted two. Yes, that is 
right. 

Mr. Torin. Mr. Chairman, that affidavit is the same as the testi- 
mony given here. I wonder if it could be put in the record. It was 
made a part of the official files of the Bureau of Internal Revenue 
on this matter. 

Chairman Kean. Without objection it is so ruled. 

(The material referred to is as follows :) 

STATE OF GEORGIA, 
County of Fulton: 

Personally appeared Carlton R. McQuown, who on oath deposes and says, 
as follows: 

I have served in the Alcohol Tax Unit and predecessor agencies for approx- 
imately 19 years and am now employed as criminal investigator in that Unit. 
In such capacity, during the year 1944, a case was officially assigned to me to 
determine by investigation whether or not James C. Garner, doing business 
as the Atlanta Distributing Co., Atlanta, Ga., was engaged in the sale of liquor 
at overceiling prices and whether or not violations of any internal-revenue 
laws were involved in such activities. I proceeded with such investigation, 
being in charge thereof, and was assisted from time to time by other personnel 
of the Aleohol Tax Unit, including Investigator J. Byron Davis, Gainesville, 
Ga.; J. H. Gazley, Oliver General Hospital, Augusta, Ga.; G. P. Griffith, Bir- 
mingham, Ala.; and W. Vick, Gainesville, Ga. 

As the case developed, it appeared that the principal price-ceiling violations 
occurred in the middle judicial district of Georgia, and was within the jurisdic- 
tion of the United States attorney at Macon, Ga. In the course of the investi- 
gation I conferred from time to time with Mr. John P. Cowart, United States 
attorney at Macon, concerning developments, and I kept him generally informed 
in respect to the progress of the investigation. Mr. Cowart appeared impressed 
with the strength of the evidence that was being developed, and requested that 
as soon as the investigation was complete and the case prepared that it be given 
to him for prosecution. 

The investigation was completed about September 1944, and the final report 
was dictated and submitted sometime in October by me. I requested the 
stenographer, Miss Bernice Howard, who typed the report, to allow me to see 
the report for revision before it was submitted to Mr. Donald S. Tydings, 
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assistant supervisor, enforcement. I was called out of town on some official 
business and when I returned several days later I asked to see the report. Miss 
Howard told me that she had turned it over to Mr. Tydings. I then spoke to 
Mr. McPherson, who was aide to the assistant supervisor, enforcement, asking 
that I be permitted to see the report. He then advised me that Mr. Tydings had 
told him that the report was garbled up and that it would have to be rewritten. 
I thereupon spoke to Mr. Tydings, asking him what the specific trouble was in 
ihe report. He mentioned several mistakes. I told him that I felt the same 
were stenographic errors and that I would be glad to correct them. At that 
time he told me he had already requested Investigator Moody M. Paradise to 
rewrite the report. A short time after the report was rewritten and submitted 
to Mr. Cowart, the district attorney at Macon, I spoke to Mr. Cowart relative 
to the report and he told me at that time that some of the essential parts of the 
report which he and I had previously discussed were either omitted or given in 
such a manner that he felt it was a question as to whether he had jurisdiction 
in his district and that it was his intention to ask the Attorney General for 
direction in handling the case. I do not recall at this time any specific dis- 
parities that were mentioned by the United States attorney as between my oral 
discussion with him and the final report as prepared by Special Investigator 
Paradise. 

After the case was withdrawn from me by Mr. Tydings, I had no further 
connection therewith and manifested no interest therein until a friend of mine 
recently asked me how much of the $8,000 I received which was paid Mr. Tydings 
by Mr. Garner to settle the case. In view of this rumor I made a preliminary 
investigation and found that there was an action pending against Mr. Tydings 
for the collection of a note in the amount of $3,000. I interviewed J. F. Kemp, 
attorney for the Bank of Atlanta and also attorney for James C. Garner, one 
of the directors of the Bank of Atlanta and the principal in the black-market case 
which I prepared in 1944. Mr, Kemp told me that he had in his possession a note 
in the amount of $2,835 signed by Donald S. Tydings and another instrument 
signed by James C. Garner wherein he guarantees the Bank of Atlanta for the 
amount which they lent to Mr. Donald S. Tydings. Mr. Kemp told me that the 
Bank of Atlanta had directed him to collect from Mr. Tydings a note for $3,000 
which was overdue as of May 1, 1947; Mr. Tydings was unable to pay the note 
and they had requested Mr. Garner, the guarantor, to assume the obligation; 
and that he paid the bank and in turn directed him to make an effort to collect 
from Mr. Tydings. When Mr. Tydings was contacted he told Mr. Kemp that he 
felt that Mr. Garner should pay this note in return for services that he had 
rendered him in getting his case settled, which was pending at the time. Mr. 
Kemp says that he communicated this information to Mr. Garner and Mr. Garner 
told him that there was no agreement between him and Tydings and he directed 
him to sue for judgment and that he would obtain a judgment from him for the 
amount of the note; that the judgment had not been paid; that he had made 
some effort to locate some assets but had failed, and that it was his impression 
that when Mr. Tydings realized that he was being sued he hid a Cadillae auto 
mobile so that it could not be found by officers who were endeavoring to repossess 
I called Mr. James C. Garner on the telephone at his home and arranged for an 
appointment with him and his attorney, Mr. Kemp. I told him that I under 
stood that he had paid Mr. Tydings $3,000 to get his case settled. He told me 
that sometime the first part of 1947 Mr. Tydings approached him and asked him 
whether he could borrow some money from the Bank of Atlanta, of which Mr 
Garner was a director; that he informed Mr. Tydings that the bank would be 
glad to lend him money if he had any collateral; that Mr. Tydings told him that 
he had a home on Virginia Avenue, Atlanta, Ga., that he was preparing to sel! 
and that he had looked at a place on Lookout Avenue and he was planning on 
making a deposit on the Lookout Avenue property of $8,000; and that as soon 
as he sold his Virginia Avenue property, he would then reimburse the bank: that 
when the note came due he did not pay it and the bank called upon him as 
guarantor for the note. Mr. Tydings had requested that he guarantee the amount 
of the note in view of the fact that the bank had refused to loan him the amount 
that he asked for after they found that he had insufficient collateral to justify a 
loan of that amount. Mr. Garner said that he had asked his attorney, Mr. Komp, 
to collect the money from Mr. Tydings. I then asked him if it was not a fact 
that this money was a direct bribe to Mr. Tydings for settling his case. He said, 
“No,” that such was not the case. but that he did understand that Mr. Tydings had 
put the bite on some others besides him. When Mr. Garner and his attorney, 
Mr. Kemp, and I held our conference, I asked Mr. Garner to restate and amplify 
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the statement that he made to me on the telephone as to the fact that Mr. Tydings 
had put the bite on some others. He said that he would rather not go into 
that. Mr. Garner at this conference said that he did not want to sign a written 
statement; that he knew his rights, but that if he was subpenaed before a grand 
jury, he would be glad to detail all the facts and conversation which occurred 
between him and Mr. Tydings prior to the making of the loan and other con- 
versations which he had with Mr. Tydings in his office and over the telephone 
in reference to the extension and repayment of the loan. 

I am reluctant to disclose without his permission the name of my friend, who, 
late in July 1948, asked me whether I received any part cof the $3,000 that Garner 
paid Mr. Tydings to get his case settled. 
CarLeton R. McQuown, 

Criminal Investigator. 
Subscribed and sworn to before me this 13th day of September 1948. 


[SEAL] C. S. Sprvxs, Special Agent. 


Mr. Torry. Mr. McQuown, when were you transferred ? 

Mr. McQuown. I started to ask questions about why this case 
wasn’t handled, and I was transferred. 

Chairman Kean. You started to ask questions about the Garner 
case ? 

Mr. McQuown. I started to ask questions and I felt Mr. Tydings 
had some very close friends of his who evidently must have talked 
to him because I was assigned to the district office on the 28th of 
July 1947. 

Mr. Torry. Thereafter, Mr. McQuown, did this matter become gen- 
erally known in the office—the matter of this loan. 

Mr. McQuown. Yes, sir; it became known in our office. It be- 
came known in the various quarters of the district. 

Mr. Tosry. Was it the expectation of the employees of the unit that 
Mr. Tydings would be disciplined for this transaction ? 

Mr. McQuown. Yes, sir; they were expecting something of that 
nature for that activity. 

Mr. Toztn. To your knowledge, did any such discipline come to 
Mr. Tydings? 

Mr. McQuown. No, I understand he was raised a grade after that. 

Mr. Tostn. Was this matter known in Atlanta outside the Alcohol 
Tax Unit? 

Mr. McQuown. It was known to every bootlegger—not everyone, 
but this friend of mine, this man Visscher, seemed to have a way of 
getting information, and he would tell me about it every once in a 
while, as to how much I got out of this; wasn’t I getting my part of it? 

Mr. Tosrn. Did the matter of this transaction ever cause embarrass- 
ment to the Alcohol Tax Unit in the course of judicial proceedings? 

Mr. McQuown. The knowledge of it, I feel, was responsible for a 
no billing of the case in Gainsville, Ga. 

Mr. Tonry. Your testimony was that it is your understanding that 
the knowledge outside of the unit of this transaction was “no bill to be 
returned in a case in Georgia” ? 

Mr. McQuown. That is what I have been told, and I wouldn’t want 
to say that as being a positive fact, but it’s commonly reported that a 
bribery case had been made against the sheriff and when the matter 
was brought out before them there was some man on the jury that 
knew about what happened in Atlanta and they “no billed” the case 
23 to nothing with the remark that as long as the head officer of 
the Atlanta office could make money they didn’t see why they should 


jump on a poor sheriff. 











INTERNAL REVENUE INVESTIGATION 289 


Mr. Tosry. Was Mr. Tydings to have been a witness against the 
sheriff ? 

Mr. McQuown. They say he was there for a couple of days and 
when the matter was called up that he was supposed to be called as 
a witness and he disappeared. 

I am just telling what I heard. 

Mr. Toxin. This was a charge of bribery of the sheriff by boot- 
leggers ? ‘ 

Mr. McQuown. Yes, sir. 

Mr. Tostn. The knowledge had been gained by people in the Alcohol 
Tax Unit? ; 

Mr. McQuown. Yes, sir; special investigator working at Gaines- 
ville. 

Mr. Tostn. That is all I have, Mr. Chairman. 

Chairman Kran. Mr. McQuown, you stated that Mr. Garner had 
said that this thing “has cost me more money than I am willing to tell 
about.” 

Mr. McQuown. That is right. 

Chairman Kran. What did he mean by “this thing”? ev 

Mr. McQuown. Mr. Chairman, I’d hate to even express an opinion 
except just what he said. I can repeat that, but as far as my opinion 
is, I don’t know what he was talking about. 

Chairman Kran. You have no idea what he was talking about ? 

Mr. McQuown. I might have an idea, but I don’t want to tell it. 
It might not be safe to talk too much. 

Mr. Boaes. What do you mean by that? 

Mr. McQuown. Well, there was lots of cases settled along about 
that time. 

Mr. Boces. What do you mean by “it might not be safe to talk too 
much”? 

Mr. McQuown. I couldn’t prove it. For myself it wouldn’t be safe 
to talk. I don’t want to talk about anything that I am not quite rea- 
sonably sure or haven’t heard enough to talk about it unless it is a 
good rumor, common knowledge. 

But this statement was made to me and Mr. Kemp and I have never 
made it before that I can remember of, but this statement was made 
to me and Mr. Kemp by Mr. Garner, that he had already paid more 
money for this thing than he wanted to talk about. 

That was after the case was settled, of course. 

Mr. Bocas. What is your job now? 

Mr. McQuown. I’m special investigator. 

Mr. Boses. Where are you located ? 

Mr. McQuown. Atlanta. 

Mr. Boces. You are still there? 

Mr. McQuown. Yes, sir. 

Mr. Boaes. What is your grade? 

Mr. McQuown. Nine. 

Mr. Boces. What was your grade then? 

Mr. McQuown. At that time? 

Mr. Bosas. Yes. 

Mr. McQuown. It was 9, but I was demoted to 8. 

Mr. Boges. You were demoted to 8? 

Mr. McQuown. Yes, sir. 

Mr. Boggs. For how long a period? 
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Mr. McQuown. It lasted for about 2 years and then I was restored 
and paid all my back pay for the time that I was demoted. 

Mr. Boces. How did that happen ? 

Mr. McQvown. Because the demotion was irregular and wasn’t 
according to the rules. I personally think it was brought about by 
Mr. Tydings. He was running the office at that time in Atlanta. 
He was running that office. Nobody had anything to say about it. 

Mr. Boces. What action did you take so you could get your pay 
back ? 

Mr. McQuown. Taken it up with the Civil Service Commission 
where it was necessary to their ruling, that charges would have to be 
preferred before any demotion could be made to a veteran in the 
service and, of course, there were no charges that could be preferred 
and I was automatically raised. 

Mr. Boces. Prior to this Garner case what was your relationship 
with Mr. Tydings? 

Mr. McQuown. Pleasant. 

Mr. Boees. You said ples asant ¢ 

Mr. McQuown. Yes, sir; very pleasant. 

Mr. Boces. But after that case it was strained ? 

Mr. McQuown. Yes; you’ve got it right; it was strained. 

Mr. Bocas. Maybe I even understated it. 

Mr. McQuvown. No; I wouldn’t say that. I haven’t any personal 
animosity to Mr. Tydings. I don’t think he should have done that. 
I wouldn’t have done that to no man had I been in his position. 

Chairman Kean. When were you demoted? Was it after you had 
looked into the bank case? 

Mr. McQuown. No, sir; it was when I started asking questions 
about it. 

Chairman Kean. The bank case? 

Mr. McQuown. About why the case wasn’t being tried. 

Chairman Kran. About the Garner case? 

Mr. McQuown. About the Garner case. 

Chairman Kean. That was before you looked into the bank case? 

Mr. McQuown. That was a little while before I looked into the bank 
case; yes, sir. 

Chairman Kran. When you looked into the bank case you already 
had been demoted ? 

Mr. McQuown. Yes, sir. 

Chairman Kean. So at the time you looked into the bank case 
someone might say that you already had rather hard feelings toward 
Mr. Tydings? 

Mr. McQuown. No, I just wanted to know how things happened, 
how these things happened. I heard that money had been paid to 
Mr. Tydings and I wanted to look into the bank case because I had 
been 23 years with this unit and I’m pretty proud of our unit as a 
rule and I just didn’t want anything to be going on there that would 
bring disgrace to us. 

I still got some feeling about it. 

Mr. Bocas. Who is your supervisor now ? 

Mr. McQuown. Now? 

Mr. Boces. Yes. 

Mr. McQuown. Mr. Louis Howell from Louisiana. 

Mr. Boces. I know Mr. Howell. 
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Is your relationship pleasant now? 

Mr. McQuown. Excellent. Getting along nicely. I think Mr. 
Howell is a very fine man. 

Mr. Boaes. And you feel that the office there is now being con- 
ducted in a proper manner ? 

Mr. McQuown. Yes, sir. There’s a different atmosphere going on 
there now. You don’t have to be afraid to open your mouth and talk 
no more. 

Mr. Boacs. You would say that the morale throughout the office is 
better / 

Mr. McQuown. Yes, sir. 

Mr. Boaas. Prior to this difficulty that you had with Mr. Tydings, 
at that time you had been with the unit for 

Mr. McQuown. About 19 years. 

Mr. Boaes. 20 years, I guess. 

Mr. McQuown. About 18 or 19 years. 

Mr. Boaas. Have you had any difficulties with any other superior 
official ? 

Mr. McQuown. No, sir; I usually was rated a very good grade and 
upon 1 or 2 occasions given the best rating that the ‘Bureau can give, 
excellent, on my ratings, and I never had a 

Mr. Hearington, a former supervisor, is here now. I was under 
his supervision for 4 or 5 years and maybe longer than that. I think 
he knows me practically ever since I have been in the unit. 

Mr. McPherson was here somewhere. I was under his supervision 
and I never had no trouble with him. 

Mr. Boages. That is all. 

Chairman Kran. Thank you very much, Mr. McQuown. 

Mr. Hearington. 

Will you raise your right hand? 

Do you solemnly swear the testimony you are about to give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Hearrneron. I do. 








TESTIMONY OF W. D. HEARINGTON, FORMER DISTRICT SUPER- 
VISOR, ALCOHOL TAX UNIT, ATLANTA, GA. 


Mr. Toxin. Will you state your full name, please? 

Mr. Heartneton. W. D. Hearington, H-e-a-r-i-n-g-t-o-n. 

Mr. Tosin. Mr. Hearington, you were formerly ‘employed by the 
Bureau of Internal Revenue, were you not? 

Mr. Heartneron. Yes. 

Mr. Torin. You are now retired ? 

Mr. Hearrneron. Yes, sir. 

Mr. Topix. What was your last post with the Bureau of Internal 
Revenue ¢ 

Mr. Hearineton. District supervisor of the Alcohol Tax Unit for 
Georgia, Florida, South Carolina, and Alabama. 

Mr. Tostn. With headquarters at Atlanta, Ga.? 

Mr. Hearrneron. Yes, sir. 

Mr. Torrn. What was your period of service as district supervisor 
at Atlanta ? 
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Mr. Hearineron. I believe I was made acting supervisor in 1937 
and in 1939 supervisor, I believe it was. 

Mr. Torry. And you served as district supervisor from 1939 until 
your retirement ? 

Mr. Hearincron. Well, there was a hiatus in there. I was in the 
Army. I wasa major in the Army for about 24% years. 

Mr. Torrn. And then you 

Mr. Hearrneron. Went back to my old job as district supervisor. 

Mr. Tostn. When did you go back to Atlanta as district supervisor ¢ 

Mr. Hearincton. September 1, 1945. 

Mr. Tosin. Before resuming your duties 

Mr. Hearteron. Wait; I believe it was 1946. I am not sure. 

Mr. Torry. Did you discuss the problems in that office with Mr. 
Stewart Berkshire who was Deputy Commissioner ? 

Mr. Hearineron. Yes, sir. 

Mr. Tornrn. What did Mr. Berkshire tell you of the problems you 
would have in Atlanta ? 

Mr. Hearinoron. I had just. gotten back from overseas and I was 
in uniform at the time and Mr. Berkshire asked me to come to the 
office, and we discussed matters in general. 

He says, “You know Mr. Tydings?” 

I says, “No, sir.” 

He said, “Well, he’s had trouble wherever he goes. You may want 
me to transfer him, but I don’t know what to do with him. I don’t 
know where to put him.” 

I said, “I don’t know him and hate to pass judgment on someone 
I don’t know. Let me see if I can’t handle the situation down there,” 
which was a mistake, and Tydings was left there. 

Chairman Kran. Did you ask why it was necessary to retain Mr. 
Tydings? 

“Mr. ‘Hx ARINGTON. Well, he indicated it was political pressure; yes, 
sir. I won’t say that he actually said that, but that was obvious. 

Chairman Kean. It was obvious that the reason Mr. Tydings was 
retained there was on account of his relationship with the Senator ? 

Mr. Heartneron. Yes, sir. 

Mr. Tostn. Then you returned to Atlanta, I presume, to your 
peacetime occupation of district supervisor ? 

Mr. Hearrneton. Yes, sir. 

Mr. Torry. Mr. Tydings was assistant supervisor, enforcement; is 
that right? 

Mr. Heartnaton. Yes, sir. 

Mr. Tosrn. How did you and Mr, Tydings make out? 

Mr. Hearineron. All right for a time, until he got into all this 
difficulty, and I, of course, reported to Washington, not once, but 
many times, and, of course, he didn’t like it and we didn’t get along 
as good after that because naturally it wasn’t pleasing to him. 

Mr. Tosrn. What was the occasion of your first report to Wash- 
ington of difficulty involving Mr. Tydings? 

Mr. Hearrncron. The first report, as T can recall, involved a young 
lady in the office there. 

Mr. Tosrn. You reported that matter to Washington? 

Mr. Heartneron. Yes, sir. 

Mr. Tosty. In your opinion, it was a matter requiring investigation 
and discipline ? 
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Mr. Hearineton. Definitely. 

Mr. Tosrn. Why? 

Mr. Hearrneron. Well, it was obvious that they had an affair. 

Mr. Torry. Was that bad for the office? 

Mr. Heartneron. That’s bad for the morale; yes, sir. 

Mr. Tosrn. What happened after you made that report to the 
Washington office ? 

Mr. Hearrncron. I believe the matter was turned over to the In- 
telligence Unit and an investigation conducted. 

I am quite sure it was. 

Mr. Tostn. Did you have any occasion to discuss the matter with 
your superiors in W ashington ¢ 

Mr. Heartneron. Yes, sir. 

Mr. Tornrn. What did they say to you? 

Mr. Hearineron. Well, they said in so many words that there was 
nothing they could do about it. I recommended definitely a transfer, 
if nothing else, and they didn’t go along with my recommendation. 

Chairman Kran. Why did they indicate there was nothing they 
could do about it? 

Mr. Hearineron. Political pressure. 

Mr. Tostn. Mr. Hearington, I show you a memorandum dated 
August 25, 1948, which appears to have been made by you for the 
files and ask you if this is a recommendation you made? 

Mr. Hearineron. Yes, sir. 

Mr. Torry. What was the purpose for your making that memo- 
randum ? 

Mr. Hearineron. To try to correct what appeared to be a very bad 
situation as relates to this affair Mr. Tydings was having with the 
young lady. 

Mr. Torin. May I read that memorandum, Mr. Chairman? 

Chairman Kran. Yes, go ahead. 

Mr. Torin (reading) : 

MEMORANDUM 


With reference to the attached personal and confidential letter and telegram, 
dated October 1, 1947, and in explanation of what transpired which resulted in 
the telegram and letter, the following is submitted: 


I should say by way of explanation that the telegrams here referred 
to are, first, a telegram dated September 25, 1947, ordering Mr. 
Tydings to report to Washington, and a reply telegram by Mr. 
Hearington to the Deputy Commissioner, dated October 1, 1947, 
advising as follows: 


Attention, Mr. Avis. 
Tydings located yesterday afternoon. Now on sick leave. Letter follows. 


The memorandum continues: 


Information was received by me around September 15, 1947, to the effect that 
my assistant, Mr. Donald 8S. Tydings, was having an affair with a former employee 
of the Alcohol Tax Unit. After preliminary investigation and after certain 
reports had been verified to the effect that Mr. Tydings had spent a considerable 
amount of money in the purchase of a diamond ring, watch, and perhaps a fur 
coat, for the young lady in question, these facts were reported to Mr. Kennedy 
and Mr. Avis in Washington by long-distance telephone. 

I think practically all the personnel of the Alcohol Tax Unit in this district 
had heard of this affair, and it was deemed advisable to request the transfer from 
this district of Mr. Tydings, since it was felt that his usefulness had been greatly 
impaired. These reports resulted in the telegram from the Deputy Commissioner, 
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addressed to the district supervisor, instructing me to have Assistant Supervisor 
Tydings report to Washington for a conference on September 29. 

At the time of the receipt of this telegram I was absent from the city. My 
secretary, Miss Starr, who opens and directs telegrams to the proper persons 
in the organization, delivered this telegram to Mr. Tydings, who was acting as 
district supervisor in my absence. The telegram apparently shocked him greatly, 
as he was missing from 4 p. m., Friday afternoon, until the following Tuesday. 
Mrs. Tydings, however, reported that he left his home for the office on Monday 
morning. Insofar as I know, no one connected with the Alcohol Tax Unit saw 
him until several days thereafter; however, he was returned to his home by a 
police officer on Tuesday afternoon, as outlined in the attached letter referred to 
above 

W. D. HEARINGTON. 

Did Mr. Tydings ever go to Washington in response to the telegram 
I referred to? 

Mr. Heartneton. We went to Washington I think about 10 days 
later. They had to order him up there the second time, as I recall. 

Mr. Toprn. Were you given any advice as to the purpose of his being 
sent to Washington ¢ 

Mr. Hearrneron. If so, I don’t recall it now. 

Mr. Torry. Were you advised after this visit to Washington by Mr. 
Tydings as to the results thereof? 

Mr. Heartneton. Guess no action was taken. 

Mr. Tosrn. Were you told by anyone that no action would be taken? 

Mr. Hearineron. I don’t recall that I was at that time. 1 was told 
later on—well, the system got so bad that I served notice on them 
that one of us would have to go. I said the district is not big enough 
for the two of us. 

Mr. Torrn. The district was not big enough for both of you? 

Mr. Hearrneron. Yes. They stated they couldn’t do anything 
about it, and so I retired and they promoted him. 

Mr. Torry. After this memorandum was prepared, did information 
concerning the Garner loan transaction come to you ¢ 

Mr. Heartneoron. Yes, sir. 

Mr. Tosrn. Did you make a report of that matter to Washington? 

Mr. Heartnoeton. I did. Recommended investigation. 

Mr. Tosrn. And that investigation was made? 

Mr. Heartnetron. The Intelligence Unit made the investigation. 

Mr. Tostn. Do you know what the recommendation of the Intelli- 
gence Unit was? 

Mr. Hearrneton. I was told by the special agent in charge at the 
time that there was a very strong recommendation made for prosecu- 
tion, that Tydings’ position was indefensible. 

Mr. Torntn. What happened after that investigation ? 

Mr. Heartneron. Nothing. 

Mr. Tosry. When did the Garner loan incident come to a head as 
far as you were concerned ? 

Mr. Hearrneton. Well, I believe it was reported in March 1947, 
but I am not sure. 

Mr. Tostn. When was the Intelligence Unit investigation made? 
Do you have any idea? 

Mr. Hearrneron. Shortly thereafter. 

Mr. Tosrn. In 1947 or 1948? 

Mr. Hearrnoton. It could have been 1948. I have been out of 
office since 1949, and I do not have access to those records. 
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Mr. Tosrx. When did you discuss the matter of the Garner loan 
with Mr. Mealey, shortly prior to retirement ? 

Mr. Heartneron. I discussed the Garner matter with Mr. Mealey 
and Mr. Avis as well as these other irregularities. 

Mr. Torrx. When did you tell Mr. Mealey and others in the Bureau 
that the district was not big enough for you and Mr. Tydings; do you 
recall ¢ 

Mr. Heartneron. I told Mr. Avis that over long distance, and I 
told Mr. Mealey the day I filed my application for retirement. 

Mr. Tozin. Mr. Hearington, there is a letter dated August 16, 1948, 
from you to the Deputy Commissioner, attention Mr. Avis, transmit- 
ting apparently for the first time information from you to the Burean 
with respect to the Garner loan. 

From that I take it this matter was taken up by you with the 
Bureau in August 1948 for the first time. 

Mr. Hearrneron. All right. 

Mr. Tosrn. When did you give word to the Bureau that you were 
going to retire, in 1949? 

Mr. Hearineron. It was in February 1949 that I served notice on 
them I was going to retire. 

Mr. Tosrn. Was there discussion at that time between you and Mr. 
Mealey? 

Mr. Hearineron. Yes. 

Mr. Tostn. Did Mr. Mealey confront you at that time with charges 
made against you through anonymous letters? 

Mr. Hearrneron. Yes. 

Mr. Tonin. What in substance was the main charge ? 

Mr. Heartneron. That I was a Republican. 

Mr. O’Brien. What was that? 

Mr. Hearineron. That I was a Republican. That’s all the charges 
they had. 

Mr. Torrx. Did Mr. Mealey ask you whether that was true? 

Mr. Hearrneron. Well, I told him. He said Mr. McGrath had sent 
a letter over, an anonymous letter, saying that Hearington was a Re- 
publican from Mississippi and that he had organized the Alcohol 
Tax Unit 

Mr. Boees. A Republican from Mississippi ? 

Mr. Hrartneron. I know you can’t believe that—that I had reor 
ganized the Alcohol Tax Unit into a Republican organization, and 
it looked as though something was going to have to be done, so I told 
Mr. Mealey just for the record, “You tell Mr. McGrath that that is a 
falsehood. I am not.a Republican from Mississippi. I am a Republi- 
can from Tennessee,” and I said I am prepared to retire. 

Mr. Tosrxn. Who was Mr. McGrath, J. Howard McGrath ? 

Mr. Heartneron. Yes. 

Am I right on that? Is it McMath or McGrath, who was head of 
the Democratic Campaign Committee ¢ 

Mr. Torry. That was Mr. McGrath. 

Mr. Heartneron. That’s who it is. 

Mr. Torsrn. Anonymous letters sent to Mr. McGrath concerning 
you ¢ 

Mr. Herarrneron. And to the White House and to the Attorney 
General. Not just a few; there were many of them, and just for the 
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record I want to say I have voted for Republicans, and I have voted 
for Democrats, and I expect to continue to do so. 

I am going to vote for the man I think is best suited for office. 

Mr. Tosrn. Was the matter of your own political affiliation a matter 
of concern to Mr. Mealey ? 

Mr. Heartneton. Apparently so. 

Mr. Tosrn. Were you in fact organizing the Alcohol Tax Unit in 
Atlanta as a Republican organization ? 

Mr. Hearrneron. No, sir. 

Mr. Torrn. Were you active politically on the inside? 

Mr. Heartneton. Never. 

As a matter of fact, when the Democrats were in I was accused of 
being a Republican, and when the Republicans were in I was accused 
of being a Duhetiwrdts as a rule. 

Chairman Kean. When did this occur? 

Mr. Hearineton. I would 

Chairman Kean. As I understand, what you are saying is that an 
anonymous letter was sent to the White House saying that you were 
a Republican and that was turned over to Mr. J. Howard McGrath 
who at that time was the Attorney General, or was he just chairman 
of the Democratic National Committee? 

Mr. Hearrneron. He was chairman of the Democratic National 
Committee. 

Chairman Kran. Chairman of the Democratic National Committee. 

Mr. Hearrneron. Yes. 

Chairman Kean. And as chairman of the Democratic National 
Committee, he took it up with the top man in your unit? 

Mr. Hearrneron. That’s right. 

Chairman Kran. And the thought evidently was that there was 
something wrong in the Alcohol Tax Unit if anybody who was a Re- 
publican was in the unit; is that right? 

Mr. Herarrneton. Obviously. 

Mr. Boaces. Let me develop that a little bit. How long were you in 
the unit? 

Mr. Hearrneton. 29 years. 

Mr. Boaes. When did you retire? 

Mr. Heartneton. 1949. 

Mr. Bocas. You were head of the Atlanta office when you retired ? 

Mr. Hearrnerton. Yes, sir. 

Mr. Bocas. So that you retired in 1949 when you were head of the 
Atlanta office. You had been serving under a Democratic adminis- 
tration for about 20 years then, had you not? 

Mr. Hearrtnetron. Yes,sir. I have been promoted under both Demo- 
crats and Republicans. I didn’t play politics. 

Mr. Boces. Did you feel that you were being persecuted because 
you were a Republican ? 

Mr. Hearrneron. Well, I think that the whole—— 

Mr. Boces. Let me it this way: Until you ran into Mr. Tydings, 
did you have any trouble? 

Mr. Hearrneton. No. 

Mr. Boges. So that this thing could very well have been that Mr. 
Tydings was looking for an excuse; could it not have been? 

Mr. Hearrneton. Oh, yes; certainly. 

Mr. Bocas. It seems to me you did pretty well as a Republican. 
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Mr. Hearineron. I did; very grateful. 

Mr. Bocas. So to put this thing off on the basis that you were a Re- 
publican does not strike me as being too logical. 

Mr. Hearrneton. Well, just not one letter, but many letters came 
up here. 

Mr. Bocas. Mr. Tydings was writing those letters? 

Mr. Hearrneton. I'll let you guess on that. I don’t know. 

Mr. Boces. The point I am making is that you had a bad situation, 
and obviously you were not getting anywhere with it. 

Mr. Heartneron. That's right. ' 

Mr. Boces. But to say that the Democratic Party was responsible 
for it 

Mr. Hearrneton. No, no; I didn’t say that. 

Mr. Boggs. I just did not want that implication on the part of the 
chairman. 

Mr. Heartneton. No; my hat’s off to the Democratic Party and 
the Republican Party, and I’m for clean government. 

Mr. Bocas. Of course. So are we. 

Chairman Kran. The chairman was making no implication. It has 
been testified before our committee by Mr. Avis that with the coming 
of the Hannegan-Nunan control of the Bureau of Internal Revenue 
politics had stepped into the Bureau and appointments were therefore 
guided very strongly by political reasons rather than reasons of merit, 
and this was during that regime. Previous to the coming in of that 
regime evidently Mr. Hearington had been promoted in accordance 
with his merits. 

Mr. Boaes. As far as I am concerned, Mr. Chairman, that practice 
if it existed is very reprehensible. As far as I am concerned also, I say 
let the chips fall where they may, but I would suspect under Republi- 
can administrations of the past there have been similar episodes where 
the politicians as such sought to control Federal jobs, and I trust that 
the work of our committee will result in this never happening again 
at any time in the future. 

Do not misunderstand me, Mr. Hearington. I am not trying to de- 
fend anyone. I think this conduct on the part of anyone, whether he 
be Republican, Democrat, Independent, whatever he may be, is en- 
tirely reprehensible, but I just want it brought out that until you got 
into this situation with Mr. Tydings—from what I hear of the testi- 
mony you were entirely right and he was entirely wrong—there had 
not been any occasions in your own career 

Mr. Heartneton. No; I had been promoted by the Democratic 
administration as well as the Republican administration. 

Mr. Boeas. That is right. That is the only thing I am trying to 
bring out. 

Mr. Torin. As far as Mr. Mealey was concerned, this charge of po- 
litical activity on your part was important; is that right? 

Mr. Hearrineton. Apparently so. 

Mr. Tostn. So at this conference where your retirement was dis- 
cussed you were pressing for some kind of action with respect to Mr. 
Tydings and Mr. Mealey confronted you with a series of anonymous 
letters? 

Mr. Heartneron. That’s right. 
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Mr. Tornrn. And you then advised Mr. Mealey after that had been 
discussed that as far as you were concerned, Tydings had to go or you 
were going to retire? 

Mr. Hearrneron. That’s right. 

Mr. Tosin. And you retired 4 

Mr. Hearincron. That’s right. 

Mr. Toxin. Subsequent to ‘that, did you gain information to the 
effect that Mr. Tydings was going to be your successor / 

Mr. Hearineron. Well, rumors, of course. You can’t pay any 
attention to rumors 

Mr. Torin. Did you ever state to the Bureau that in the event Mr. 
Tydings did succe ed you, you would expose his record ? 

Mr. Hearineron. I did. 

Mr. 'Tosrn. To whom did you state that? 

Mr. Heartneton. Mr. Mealey 

Mr. Tosin. What did he have to say about that ? 

Mr. Hearinecron. He said that Tydings wouldn’t get that job, over 
his dead body. I saw him later and he said, “He almost got it over 
my dead body.’ 

‘Mr. Tostn. That is all I have, Mr. Chairman. 

Chairman Kean. Are there any other questions? 

Mr. Boses. Just one question. 

In your dealings with Mr. Tydings, did he indicate to you that he 
had a lot of politic a] influence ¢ 

Mr. Hearineron. Yes, sir. 

Mr. Boces. Did he bandy that impression around the office 4 

Mr. Hearrneron. Letters were coming in every few days from 
Senator Tydings with his return address. Of course we never opened 
those letters. I mean we turned them over to him. 

Chairman Kean. Well, they could have been something else. He 
merely may have been on the mailing list to receive anything going 
out from the Senator’s office. 

Mr. Boaes. Except for the Tydings situation did you find it to be 
a common practice in the Aleohol Tax Unit in the many years that 
you were with it, for various employees to be using Senators and 
Congressmen 

Mr. Hrarrneron. Yes, sir; that has been a practice, and I will 
say in all fairness that both Democrats and Republicans from my 
experience—I know that political pressure has been brought by both 
parties. Neither party is entirely clean so far as leaving a law enforce- 
ment agency, which has no place for polities—— 

Mr. Bocas. It certainly has not. 

Mr. Heartneton. Both parties should leave them alone. 

Chairman Kran. You say pressure. What do you mean by pres- 
sure? Would you call pressure the writing of a letter by a Member 
of Congress asking whether the man could be considered for a job? 

Mr. Hearrneron. I don’t think you gentlemen should interfere when 
we have good reason to transfer a person from one pi ice to another, 
and that has hi uppened. 

Chairman Kran. Definitely not; I agree with that. 

However, if a Member of Congress knew a man in the Department 
and wanted to write a letter to the head of the Department and said, 
“When you are thinking of putting somebody in charge of the [Ilinois 
office.” for instance, “I know this fellow and he is a good citizen,” 
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would you say a Member of Congress should not write that letter? 

Mr. Hearineron. No; that is a different proposition. That is 
cooperation rather than working at cross purposes. 

Chairman Kean. Of course, the question of whether it is coopera- 
tion is largely a decision by the recipient as to how much attention 
he pays to that letter. 

Mr. Heartneron. That is right. 

Chairman Kean. It might be considered by the recipient that that 
was political pressure when it was not intended to be. 

Mr. Boees. That is exactly right when you talk about political 
pressure. That oftentimes is the case. Oftentimes the employee 
might very well try to give the impression that he has a lot of political 
drag and influence. 

Mr. Heartneron. Sure. 

Mr. Boaes. And many times he does not have anything of the kind. 

Mr. Heartnetron. Many times he does, too. 

Mr. Bocas. That is right, but it is unfortunate when any Govern- 
ment employee gets a notion that he is going to get ahead, not by 
doing his job properly, but by attempting to pull something kind of 
strange, and I am saying this regardless of what administration m: Ly 
be in power. 

Mr. Heartneron. I will give an illustration of what I have 
in mind. [I had a man stationed in South Carolina—this has been 
several years ago—and I transferred him and put through a routine 
transfer for this fellow to Anniston, Ala., and I had a telegram from 
a Senator—and I don’t want to call his name—saying, “I hear you 
are going to transfer my friend So-and-So from South Carolina to 
Alabama; I have directed him not to go.” That’s what I mean. 

Mr. Boces. That is a pretty concrete case. 

Mr. Torin. Did the transfer go through ? 

Mr. Heartneton. No, sir. 

Mr. Boacs. Who was the man that sent you this telegram? 

Mr. Heartneron. Do I have to tell that? 

Chairman Kean. Yes. 

Mr. Hearrnetron. I will tell you the man is dead. It was that 
elderly Senator—what was his name!—from South Carolina. 

Mr. Boeas. The man is dead? 

Mr. Tosrn. Is the employee still with the ATU? 

Mr. Heartneron. Yes. 

Mr. Tosrn. Mr. Chairman, would that be sufficient for you now, 
where we can go into this matter and get at the record of this em- 
ployee and see if there is any similar instance ? 

Chairman Kran. Yes. Who was the employee? 

Mr. Hearineron. George Whisenhunt, W-h-i-s-e-n-h-u-n-t. 

Mr. Tosrn. George Whisenhunt ? 

Mr. Hearrneron. That’s right. 

Mr. Tosrn. Thank you. 

Mr. Bocas. You brought up the subject of the telegram. I don’t 
see where it would do any harm to name who sent the telegram. 

Mr. Heartneton. Do you want the name? 

Mr. Boaes. Yes. 

Mr. Heartneron. Wasn’t that elderly Senator from South Caro 
lina named Smith who died? 
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Mr. Bocas. If you are not sure, I do not think you ought to assert 
it. You mean you are not positive in your own mind? 

Mr. Hearrneton. I’m not positive it was Smith—but I think it was 
an elderly Senator from South Carolina. 

Mr. Tosrn. Can you confirm the name subsequently, Mr. Hearing- 
ton ¢ 

Mr. Hearrnoron. I think I can. 

Chairman Kean. I think you better do that. We do not want to 
do anything unless you are certain who it was. 

Mr. Boees. Is this man a relative ? 

Mr. Hearrneton. That I don’t know. 

Mr. Boees. And this political pressure business ofttimes is also 
what you might call Seale pressure; is it not ? 

Mr. Heartneron. That’s right. 

Mr. Boees. Which I know is not limited to any political party 
particularly. 

Mr. Hearrneton. You are right. 

Mr. Bocas. That is all as far as I am concerned. 

Chairman Kran. The committee will stand adjourned until 2 o’clock 
tomorrow afternoon when Mr. Tydings will return to the stand. 

(Whereupon, the hearing in the above matter was adjourned at 
1:30 p. ni Mouliay: March 2, 1953, to reconvene at 2 p. m., Tuesday, 
March 3, 1953.) 
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TUESDAY, MARCH 3, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
REVENUE Laws, oF THE COMMITTEE ON WAyYs AND MEANS, 
Washington, D. C. 
The subcommittee met at 2 p. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Tisiidinm Hon. Robert W. Kean (chairman of the subcom- 
mittee) presiding. 
Present: Representatives Kean, Byrnes, Martin, King, O’Brien, 
and Boggs. 
Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel; and Arthur J. Schissel, attorney. 
Chairman Kran. The subcommittee will come to order. 
Will Mr. Donald Tydings please come up. Mr. Tydings, you have 
already been sworn ? 
Mr. Typrnas. Yes, sir. 


TESTIMONY OF DONALD S. TYDINGS, SOUTHPORT, N. C.—Resumed 


Mr. Tosrn. Mr. Tydings, are you ready to testify this morning? 

Mr. Typrnes. Yes, sir. 

Mr. Torry. Mr. Tydings, I would like first to review some of your 
testimony of yesterday and last Thursday. 

The application for the Garner loan was granted and the proceeds 
of the loan given to you on April 15, 1946; is that right? 

Mr. Typrnes. I don’t know the date. 

Mr. Torin. That was the date of the deposit slips. 

Mr. Typrncs. You are going on the deposit slip date? 

Mr. Tosry. Going by the deposit slip date the Garner loan is April 
15, 1946. 

Mr. Typrnegs. I did not get it from the Garner loan. The loan 
from the bank. 

Mr. Torry. The loan from the bank was dated April 15, 1946? 

Mr. Tyrprnes. Yes. 

Mr. Tosin. Did you mail your letter to Mr. Max Cohen of Balti- 
more on February 3, 1947? 

Mr. Typrncs. That is what I was shown yesterday. That was the 
date on it; yes. 

Mr. Tosin. Do you take it from that that you did mail that letter 
on that date? 

Mr. Typrnos. I take it from that that it must have been mailed on 
that date. 
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Mr. Torin. Now, sir, you have testified that you borrowed the money 
from the Bank of Atlanta in order to raise money to send to your 
brother-in-law in New Jersey ? 

Mr. Typinas. I did; yes, sir. I also testified that the purpose of 
that loan or rather the anticipated loan from Mr. Cohen was for the 
same reason. I thought it was pring to the time I had figured I had 
exhausted all other means when I did that. 

Mr. Tosrn. Mr. Tydings, would you put the microphone a little 
closer to you. 

It is still your impression that the Cohen loan came before your 
Bank of Atlanta transaction / 

Mr. Typines. That was my understanding, if I remember it right. 

Mr. Toxin. But because of the date of the Bank of Atlanta loan 
being April of 1946 and the Cohen letter being in February of 1947 
it appears that that was not so? 

Mr. Typrnos. It does; yes, sir. 

Mr. Torry. You have testified, Mr. Tydings, that at the time you 
applied to the Bank of Atlanta for a loan in April of 1946 you did 
not know that Mr. James C. Garner was the director of that bank; 
is that right ? 

Mr. Typrnes. No, sir; I did not. 

Mr. Tosrn. You did not? 

Mr. Typrneos. I did not. 

Mr. Tosrn. You did not know at that time? 

Mr. Typrnes. I did not know at that time that Garner was a mem- 
ber of that bank. 

Mr. Tosrn. You have testified that you selected the Bank of At- 
lanta as the lending agency to go to because they had advertised on 
the radio that they “would loan money without collateral ? 

Mr. Typrnos. I think so; yes, sir. 

Mr. Toxsin. You testified that you did not go to the Bank of At- 
lanta because Mr. Garner was there ? 

Mr. Typrnes. I did not go because I knew of Mr. Garner’s con- 
nection with the bank; no. 

Mr. Tosin. Had Mr. Garner mentioned the bank to you as being a 
good place for you to get a loan before you went there in April 1946? 

Mr. Typ1nos. No; not that I know of. 

Mr. Toxsrn. In fact, you have testified, Mr. Tydings, that you did not 
discuss the matter of your Bank of Atlanta loan with Mr. Garner 
before going to the bank? 

Mr. Typines. Before or after, sir. 

Mr. Torry. You never discussed it? 

Mr. Typrne@s. I never have discussed it with him. 

Mr. Tosrn. You have testified that after you obtained the loan from 
the Bank of Atlanta on April 15, 1946, you drew a check against 
that bank account in the bank for $2,000? 

Mr. Typrnos. No, sir; I did not. 

Mr. Tozsrn. What is your testimony in that ? 

Mr. Typtn@s. My testimony was that I received $2,000 in cash that 
day and deposited the balance of the proceeds from the note. 

Mr. Topsrn. And you deposited the $2,000 in cash in your account 
at the First National Bank? 

Mr. Typrnos. In the First National Bank; yes, sir. 
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Mr. Tosrn. And then on that account you drew a check to your 
brother-in-law ? 

Mr. Typrneos. Yes, sir. 

Mr. Torry. In order to help him save his home # 

Mr. Typrnas. I did. 

Mr. Tosrn. And your sister did not know at that time? 

Mr. Typines. She did not know about it but she is paying it back. 

Mr. Torry. She is. 

Mr. Typvrnes. Yes. 

Mr. Tostn. When did she decide to pay it back? 

Mr. Typrnas. She didn’t know about it until about a week ago when 
they contacted her. She called up some people and left word for me 
to call her right away. I called her and she said she had gotten $2,000 
equity out of the sale of her home and she was sending that to me. 
You see, her husband had a bank account somewhere outside of the 
East Orange area in New Jersey and she said that she feels sure that 
there is some money still in that bank, but she doesn’t know where it 
is. He was working in Philadelphia and living in East Orange. 

Chairman Kean. I didn’t get that. Did you say that your brother- 
in-law was living in East Orange and working in Philadelphia ? 

Mr. Typrnas. Yes, sir. 

Chairman Kean. It is a long commute. 

Mr. Typr1nogs. I know it is, sir. 

Chairman Kean. And does your sister live in East Orange? 

Mr. Typrn@s. My sister still lives in East Orange. 

Chairman Kean. She sold the house? 

Mr. Typrnes. She sold the house. 

Chairman Kean. Did she remarry ? 

Mr. Typrnos. No. 

Chairman Kean. She sold the house and bought another house # 

Mr. Typrnas. She sold the house and is living in an apartment. 

Chairman Kean. Living in an apartment? 

Mr. Typrnes. Yes. 

Mr. Tostn. So she has now acknowledged that you loaned $3,000? 

Mr. Typrnes. She said she didn’t know anything at all about it, but 
she had often wondered how he had raised the money and where he 
had raised the money to take care of his obligations. She didn’t know 
where he had gotten it from. 

Mr. Torrn. Your brother-in-law died about 4 years ago? 

Mr. Typrnes. About 314, I think, sir. 

Mr. Tony. At the time you submitted your application for a loan 
with the Bank of Atlanta in April of 1946, you submitted a financial 
statement in connection with your application? 

Mr. Typrneos. I did; yes, sir. 

Mr. Tosrn. And that application was a true statement of your finan- 
cial condition at that time? 

Mr. Typrnos. I think so. 

Mr. Tostn. Now, sir, you have testified that having received the 
loan you took $2,000 in cash and deposited that sum at the First Na- 
tional Bank, drew a check on that on the First National Bank account, 
and sent that check to your brother-in-law. You left $1,000 in your 
account at the Bank of Atlanta. 

Mr. Typrnes. It was not $1,000. 
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Mr. Tostry. What was it? 

Mr. Typines. They deducted interest. I didn’t get $3,000. 

Mr. Tosrn. It was the balance of the loan? 

Mr. Typrnes. Yes; but not $1,000. 

Mr. Torrtn. And subsequently, did you draw a check against the 
balance of the loan and send that check to your brother-in-law ? 

Mr. Typrnos. I drew either 1 or 2 more checks to him, but there were 
some 6 or 7 checks drawn on that residue from that loan. 

Mr. Tosrn. And the amounts of the checks to your brother-in-law 
on the account of the Bank of Atlanta were what, as you now recall ? 

Mr. Typrnes. Not a check was drawn to him on the Bank of Atlanta. 
I testified to that several times. But I would withdraw from that 
bank and take it over to the First National and deposit and draw a 
check from that. 

Mr. Toxsrn. You did all that that way? 

Mr. Typines. I sent all of the money to him on checks from the First 
National. 

Mr. Tosrn. And the balance of the money in the Bank of Atlanta 
account which you did not transfer to the First National Bank account 
for the purpose of sending to your brother-in-law, what did you do 
with that balance? 

Mr. Typrnes. It was used in small local checks, just to clear it up. 
That is all. 

Mr. Tosry. How much, roughly, would that balance have been? Do 
you have any idea? 

Mr. Tyrprnes. I don’t know. 

Mr. Torry. A couple of hundred dollars? 

Mr. Tyrprnes. I have no idea. 

Mr. Tosrn. Would it be more than that? 

Mr. Tyrprnes. I don’t know. 

Mr. Tosrn. You testified you sent a check of $500 and a check of 
$300 to your brother-in-law against that balance in the Bank of 
Atlanta account. 

Mr. Typrneos. I didn’t testify to that, sir. I said I sent him those 
checks from the proceeds of those loans, but not any of them were 
drawn on the Bank of Atlanta. 

Mr. Tostn. I realize that. But you withdrew the money from the 
Bank of Atlanta account and took it over to the other account and 
against those deposits from the proceeds of the loan, drew checks to 
the order of your brother-in-law ? 

Mr. Tyrprnes. That is right. 

Mr. Tostn. Mr. Tydings, do you know that on several occasions 
the First National Bank has been contacted by investigators from 
the Bureau of Internal Revenue and others and the transfers from 
your account for the period in April and subsequent months of 1946 
are missing? 

Mr. Typ1nos. No, I don’t. 

Mr. Tosrn. You did not know that? 

Mr. Tyrprneos. No. 

Mr. Tortn. So that it is impossible, by examining the records of 
the First National Bank, to prove or disprove your statement that in 
the year 1946 you transmitted funds to your brother-in-law who is 
now dead. 











INTERNAL REVENUE INVESTIGATION 305 


Mr. Typrnas. I absolutely did not know that. I had no way of get- 
ting them out of there, sir, certainly. But everybody had been paw- 
ing over my business down there, and no doubt they were misplaced. 

{r. Tosrn. They have been missplaced since this matter was first 
investigated by Intelligence some years ago ? 

Mr. Typ1nos. I couldn’t get to those records if I wanted them, sir. 

Mr. Tostn. On October 21, 1948, Mr. Tydings, were you interviewed 
by the Intelligence Unit in Atlanta, and did you give a sworn state- 
ment to them ? 

Mr. Typrnes. I don’t know the date. 

Mr. Tostn. I show you what appears to be a copy of such a sworn 
statement and which appears to have your signature at the conclu- 
sion thereof. I ask you if that is your signature ? 

Mr. Typrnes. That is my signature. 

Mr. Torsrn. Do you now recall being interviewed by a special agent 
in charge, Mr. Palmer, of the Intelligence Unit? 

Mr. Typrnes. Mr, Palmer was not the man who interviewed me. 
The man who interviewed me was an agent, special agent. Mr. Palmer 
was present. He signed that. He wouldn’t ask that, but the other 
man interviewed me. 

Mr. Tostn. That was Special Agent Bell? 

Mr. Typrneas. Bell; yes. 

Mr. Tostn. But you do now recall being interviewed by Special 
Agent Bell? 

Mr. Typrnes. Yes. 

Mr. Toprn. And the purpose of this interrogation, Mr, Tydings, 
related to this loan from the Bank of Atlanta, did it not? 

Mr. Typr1nes. What is that? 

Mr. Tosrn. The purpose of your being interrogated by the Intelli- 
gence Unit in October of 1948 stemmed from your loan of $3,000 in 
the Bank of Atlanta? 

Mr. Tyrprnes. I don’t know what it stemmed from. I don’t know 
what caused it. 

Mr. Toprn. That is what they asked you about, isn’t it? 

Mr. Typrnes. That is what they asked me about. 

May I ask a question? 

Mr. Torry. Certainly. 

Mr. Typrnes. Had anybody endorsed that note for me, that note 
would have been available to you gentlemen and that would be prima 
facie evidence that I did get somebody to endorse that note. Nobody 
endorsed the note for me at the bank. 

Mr. Tostn. Mr. Tydings, the original note dated April 15, 1946, 
from the Bank of Atlanta is also missing. Did you know that? 

Mr. Typrnes. No, sir; I didn’t know that. 

Mr. Tosrn. It has been for some years. 

It was given to you when you renewed the note some months later, 
was it not? 

Mr. Typrnes. Each note that I had signed, if anybody was a co- 
signer with me, each one that I signed would have to be cosigned, 
too. 

Mr. Tosrn. I realize that. 

Mr. Typrnas. So they must have one there someplace. 
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Mr. Tostn. Do you recall receiving the original note? 

Mr. Typrnes. At the time I renewed the first time, I got a note 
back and signed a new one in place of it. 

Mr. Tostn. What did you do with the original note that was given 
to you? 

Mr. Tyovrnes. I tore it up. 

Mr. Tosin. Mr. Tydings, I would like to read you something from 
your sworn statement of October 21, 1948, with respect to this loan 
transaction. You state: 

In October, 1946, I purchased a home in Atlanta, Ga. The price on this house 
has been agreed upon, hand money had been put down, and a settlement date 
set for some 10 days hence. At the time this transaction took place, the real- 
estate dealer advised as to how much mortgage he thought he could get on the 
property. On the basis of what he stated, I had sufficient cash to make the down 
payment. 

On either the third or last trip that James C. Garner made to my office, re- 
garding information on his offer in compromise, I received a telephone call from 
the real-estate dealer. As nearly as I can recall the conversation, he said, “I 
have some bad news for you. > une mortgage company will take the mortgage 
on the house all right but for $2,500 less than we had figured on.” I advised him 
that it would be necessary ther on to hold this settlement date in abeyance until 
i was able to get the additional money that I would need. Upon the completion 
of this telephone call, which conversation on my end was in the presence of James 
C. Garner, he made the remark, “Are you having some trouble raising money?” 
That is as near as I can recall the exact words. I then gave him a brief account 
of what I was doing and he said, “Why don’t you go over to my bank? They 
have about $6 million over there to loan on real estate.” 

That, Mr. Tydings, is a sworn statement made by you to the Intelli- 
gence Unit on Oc ‘tober 21, 1948, when you were interrogated as to the 
reasons why you borrowed this money from the Bank of Atlanta and 
as to why you had chosen to go to the Bank of Atlanta for the purpose 
of negotiating this loan. Do you have any comment now as to your 
previous testimony with respect to these matters 

Mr. Typrnos. The purchase of my home, the additional money that 
I couldn’t raise, was raised by the man I bought it from who took a 
second mortgage for $2,500. 

Mr. Tonrn. Do you deny now, Mr. Tydings, that this sworn state- 
ment which you made in October of 1948 was true ? 

Would you like to read this excerpt that I have just read into the 
record ¢ 

Mr. Typrnes. No. 

Mr. Tostn. Mr. Chairman, I should like to put into the record at 
this time if it is agreeable the text of the report made by Special Agent 
Bell in his investigation of this transaction. It is an excerpt from that 
report which I h: ive just been reading. 

Chairman Kran. Where is it? 

Mr. Torin. That is the document you just had. The excerpt I have 
just read is part of it. 

Mr. Byrnes. Let me ask here—I have no objection—I thought your 
excerpt which you were reading was from his sworn testimony rather 
than a report of the investigator. 

Mr. Tosrn. That is a sworn statement, Mr. Byrnes. I'am sorry. I 
should have said that. 

If you will note on the last page, page 5, he executed an affidavit as 
to the truth of this statement for Mr. E. C. Palmer, special agent in 
charge. 
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Chairman Kran. Where is that? That is nothing that we have 
here. 

Mr. Tostn. I am sorry, sir. I am in error. The sworn statement 
to which you refer is an exhibit to this report which you have. 

Chairman Kran. Which is the thing you want to put in? 

Mr. Tonin. L asked to put the report in the record. The excerpt that 
I read is from an exhibit to this report. 

Chairman Kean. And you want to put in not the sworn statement, 
but the Bell report? 

Mr. Topin. That is right. 

Chairman Kran. Without objection, it is so ordered. 

(The Bell report is as follows :) 

TREASURY DFPARTMENT, 
INTERNAL REVENUE SERVICE, 
P. O. Box 997, Atlanta, Ga., October 27, 1948. 
INTELLIGENCE UNIT, ATLANTA 
RMB: ELM 
SI—Special 
Reference: SI-GWI: KB August 20, 1948; SI-WHW: DW September 21, 1948, 
in re Donald 8S. Tydings, Assistant Supervisor, Enforcement, Alcohol Tax Unit, 
Atlanta, Ga. 
CHIEF, INTELLIGENCE UNIT, 
Bureau of Internal Revenue, 
Washington 25, D. C.: 

Reference is made to your communication cited above and to responsive re- 
ports dated September 16 and 24, 1948, BCP: ELM, relative to a personal loan 
of $2,835 obtained from the Bank of Atlanta by Donald S. Tydings, Assistant 
Supervisor, Enforcement, Alcohol Tax Unit, Atlanta, Ga. The amount of 
$2,835 is supported by a note executed by Mr. Tydings as of May 1, 1947, but it 
has been determined that the original loan was $3,000 and had been reduced to 
the principal amount of $2,700, to which interest for 1 year at the rate of 5 
per centum had been added. 

The transaction is questioned by reason of the fact that payment of the loan 
was alleged to have been guaranteed by one James C. Garner who, at the time, 
was subject of a criminal case that had been developed under the supervision 
of Mr. Tydings and which was pending in the office of the United States district 
attorney at Macon, Ga. Further implications are suggested as Mr. Tydings de- 
faulted in the payment of the loan and at the present time James C. Garner 
holds execution against Mr. Tydings in the amount of $3,129, which had been 
transferred and assigned by the Bank of Atlanta to Mr. Garner as guarantor 
in December 1947. 

The original administrative file forwarded this office is returned herewith. 


HISTORY OF THE LOAN 


The original loan was made on April 15, 1946, by the Bank of Atlanta, 437 
Moreland Avenue, Atlanta, Ga., in the principal amount of $3,000, bearing inter- 
est of 5 per centum and due on July 15, 1946. All indications point to the fact 
that the note was renewed three times at its maturity dates and as of May 10, 
1947, the principal had been reduced by payments aggregating $300. 

On or about May 10, 1947, a new note was prepared by the attorney for the 
Bank of Atlanta for the reduced principal of $2,700 to which 1 year’s interest 
of $135 was added. This note was dated May 1, 1947, and provided for payments 
of $100 on June 10, 1947, and on the 10th of each succeeding month until 11 
such payments had been made. The 12th and last payment amounted to $1,735. 
A photostatie copy of this note is included with the original administrative file, 
which is enclosed with this report. 

No payments at all were made on the latter note and on July 23, 1947, Mr. 
Tydings was served with a demand for the entire principal plus attorney fees. 
Mr. Tydings had, however, according to the bank’s attorney, submitted a check 
for $100 to be applied on the note but as the payments were so far in arrears, the 
bank elected not to accept it. No action was taken by Mr. Tydings on the de- 
mand, so the note was sued to judgment on September 2, 1947. The execution, 
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which amounts to $3,129, including attorney fees and costs, is submitted in 
photostat as exhibit No. 1. 

According to the Fi Fa, no property was located upon which to levy and in 
December 1947 the execution was transferred to James C. Garner as guarantor. 
Mr. Garner claims that he paid the bank and that he took the loss as a deduction 
on his 1947 income tax return. 


TESTIMONY, REGARDING LOAN, BY DONALD 8. TYDINGS 


Mr. Tydings was interviewed under oath by Special Agent in Charge E. C. 
Palmer and Senior Special Agent C. S. Spinks on September 23, 1948. A state- 
ment dictated by Mr. Tydings at this interview is enclosed in triplicate as exhibit 
2. According to the exhibit, on page 2, Mr. Tydings entered into a contract in 
October 1946 to purchase a home in Atlanta, Ga. He had made payment of 
hand money and a settlement date had been agreed upon, but before the deal 
was consummated, the real-estate dealer demanded $2,500 payment in excess 
of the original plans and it was necessary to borrow the money to complete the 
transaction. 

Mr. Tydings stated that after failing in an attempt to borrow the money else- 
where he applied for a loan of $3,000 at the Bank of Atlanta and the loan was 
approved some 3 or 4 days later. Verbal arrangements were made, according to 
Mr. Tydings, to reduce the loan by $150 every 3 months, secured by renewed 90- 
day notes. He does not know the exact date of the original loan but suggested 
that the date could be determined at the Bank of Atlanta by its loan records 
and by their record of new accounts that the “money was deposited by him in his 
name in their bank that day.” See exhibit 2, page 3. Mr. Tydings states, on 
page 5, that his intentions were to repay the loan according to the terms agreed 
upon and that he had never repudiated those intentions. 

Mr. Tydings said that he was never in arrears with the payments as promised, 
on the 90-day notes and claims that he was only 2 or 3 days late on the install- 
ment note dated May 1, 1947. He admits however that the note was not paid 
and that he has not paid anything since judgment was obtained on the above 
note, 

Although Mr. Tydings admits that he discussed briefly his financial difficulties 
with James C. Garner, who was in Tydings’ office at the time, he denies that he 
had any knowledge that Mr. Garner guaranteed the loan or that he assisted him 
in any manner in obtaining the loan. 

Mr. Tydings was interviewed by me on October 6, 1948, and he reiterated, 
substantially, his statements made at the previous interview with relation to 
the loan made from the Bank of Atlanta and to his association with Mr. Garner. 
Mr. Garner and Mr. J. Frank Kemp, who is representing Garner in collection of 
the loan, were also interviewed and Mr. Garner’s statement executed under oath 
is exhibit 38. As the facts determined by this investigation and the statements 
made by others are inconsistent with the explanation offered by Mr. Tydings, a 
summary review of the case is presented hereinafter, with particular reference 
to the loan in question. 

ORIGIN OF LOAN 


Mr. Tydings stated that the necessity for the loan was to perfect a contract 
into which he had entered for the purchase of a house and lot on Lookout Place, 
Atlanta, Ga. He said that he thought negotiations had been completed and he 
implied that he was surprised when the real-estate dealer called him by tele- 
phone and requested an additional $2,500 as down payment. Mr. Tydings 
stated that the telephone call came during one of the visits to his office made by 
Mr. J. C. Garner in connection with an offer in compromise submitted by Garner 
in settlement of his criminal liability. Mr. Tydings described the need for $2,- 
500 to Mr. Garner who suggested that Tydings try to borrow it from the Bank 
of Atlanta; that the bank had $6 million to lend on real estate. Mr. Tydings 
stated that after trying to borrow the money elsewhere he made application at 
the Bank of Atlanta for the loan and it was approved 3 or 4 days later. He 
said on October 6, 1948, that the reason for Mr. Garner’s visits to his office was to 
learn the status of his first offer in compromise and after this offer was rejected 
he did not see Garner again. Mr. Tydings denies any knowledge that Garner had 
official connections with the Bank of Atlanta and claims that the loan was made 
on the basis of his financial statement. A copy of the undated financial state- 
ment is submitted as exhibit 4. 
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INCONSISTENCY 


Notwithstanding the possibility of the coincidence that Mr. Garner should 
be in Mr. Tydings’ office when he first learned that he was in need of $2,500, and 
that it was discussed with Mr. Garner, Mr. Tydings stated that he did not see 
Garner after the first offer in compromise was rejected. This offer was rejected 
prior to February 15, 1946, when an acceptable one was submitted. See Mr. 
Cowart’s letter attached to the original administrative file. 

Mr. Garner denies that he ever visited Mr. Tydings’ office unless he was called 
up there and never in connection with his offers in compromise. Mr. Garner 
states that he had informed Mr. Tydings that he was a director of the Bank 
of Atlanta but he does not know whether Mr. Tydings knew that he, Garner, had 
to guarantee the loan and that it was not approved on the basis of the financial 
statement submitted. 

There are Unied States bonds in the amount of $3,500 reflected on Mr. Tydings’ 
financial statement, exhibit 4, but Mr. Tydings stated to me that he “probably” 
did not have them. 


DATE AND PURPOSE OF LOAN 


Although Mr. Tydings does not give the exact date of the original loan, he 
stated in exhibit 2 that on May 1, 1947, the original note and renewals had been 
in force approximately 1 year. He at first told me that the money from the 
loan was used in the purchase of the Lookout Place and at the first interview, 
exhibit 2, that same implication is, in my opinion, definite. According to Mr. 
Tydings, the date of the loan can be determined by the date of a deposit to 
his, a new, account in the Bank of Atlanta, and it is believed that the correct 
date has been established as April 15, 1946, by the original deposit ticket and 
individual ledger sheet. See exhibits 5 and 6. 


INCONSISTENCY 


As the date of the purchase of the Lookout Place property was on October 
26, 1946, it does not appear that the loan which occurred more than 6 months 
before had anything to do with that transaction. In fact, Mr. Tydings later 
admitted to me on Ocober 6, 1948, that the proceeds were not used for that 
purpose. He stated that of the loan, he deposited $2,000 in the Bank of 
Atlanta and the remainder, which was $1,000 less interest at 5 percent for 
90 days on $8,000, was deposited in the First National Bank, Atlanta, Ga. 
Mr. Tydings stated that he then withdrew $2,500 from the First National 
Bank to reimburse a relative who had loaned him that much when he first 
came to Atlanta in 1944. This money, with $2,500 of his own was used to 
purchase a home at 801 Virginia Avenue, Atlanta, Ga., on July 29, 1944. Mr. 
Tydings further advised me that the balance in his account at the First 
National Bank was more than sufficient to make up the difference between 
the $2,500 check drawn and the amount deposited from the loan. 

Mr. Tydings was again interviewed by the special agent in charge and me 
on October 21, 1948, at which time he denied making the statement to me 
on October 6, 1948, that any of the proceeds from the loan was used to 
repay his relative. He supported his statement made at the first interview 
that the money borrowed from the Bank of Atlanta was for the purpose of, 
and used in, the purchase of property on Lookout Place in October 1946. 

Mr. Tydings was presented with a photostatic copy of the deposit ticket 
and a copy of the ledger sheet, exhibits 5 and 6, and his only statement was 
that the date of April 15, 1946, just could not be the date of the loan. He 
said that he had made only one loan from the Bank of Atlanta and that loan 
definitely was not more than 2 weeks prior to the closing date of the prop 
erty transfer to him. 

Exhibits 5 and 6, in my opinion, are conclusive evidence that the date 
of the loan is April 15, 1946, but that is further corroborated by the audit 
report of an examination made from May 19 to July 1, 1947, by the Federal 
Deposit Insurance Corporation (confidential) in which is stated that the loan 
to Tydings had been steady since April 1946, It therefore follows that the 
purpose of the loan was not, as stated under oath by Mr. Tydings on Sep- 
tember 23, 1948, for the purpose of acquiring real estate. 
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ACTUAL PAYMENTS ON LOAN 


Mr. Tydings stated at all three interviews that he paid on the original 
note in accordance with his agreement, which was $150 every 90 days, and 
1 or 2 monthly payments of $100, and tendered another for $100, on the 
installment note dated May 1, 1947. He said that none of the payments 
on the 90-day notes had become past due and the last tendered payment 
of $100 on the installment note was only 2 or 3 days in arrears. Mr. Tydings 
said that some of the payments on the loan, at least two, were made from 
his checking account at the Bank of Atlanta and some of them were made 
in currency. 


INCONSISTENCY 


It is believed conclusive that a total of only $300 was paid on all the 
notes, from April 15, 1946, to July 1, 1947, and $100 additional was tendered 
after that. The confidential report of the Federal Deposit Insurance Cor- 
poration on the Bank of Atlanta states that the loan was never below $2,700 
up to and including July 1, 1947, and, as of May 1, 1947, Mr. Tydings ex- 
ecuted a note in the principal amount of $2,700, in substitution of the original 
loun. Then on July 23, 1947, the attorney for the Bank of Atlanta for- 
warded a letter to Mr. Tydings citing the fact that he had not paid either 
the June or July 10 installments. See exhibit 7. 

A transcript of the checking account at the Bank of Atlanta to which 
the proceeds of the original loan were deposited, exhibit 6, does not reflect 
any withdrawals having the appearance of payments on the loan and Mr. 
Tydings was unable to identify any as such. It will be noted that as the 
original note was due 90 days after April 15, 1946, the first payment date was not 
until July 15, 1946. On that date the balance in the account was only $18.89 
and the balance had not been sufficient to make the payment of $150 subse- 
quent to May 28, 1946. The account was closed on July 23, 1946, by a with- 
drawal of $18.89. 


ATTITUDE OF TYDINGS TOWARDS PAYMENT OF LOAN 


It has been shown that the proceeds from the loan had been disposed of 
several months before the consummation of the real-estate transactions in 
October 1946, and the evidence reveals that during October 1946 Mr. Tydings 
had cash in hand sufficient to pay the note due on October 15, 1946, or at least 
make a substantial reduction in the principal and at the same time acquire his 
new home at 2870 Lookout Place. 

The records at the Fulton County Courthouse reveal that on July 29, 1944, Mr. 
Tydings purchased a home at 801 Virginia Avenue for $12,000; that he sold on 
October 11, 1946, for $15,000, and on October 26, 1946, he purchased a house and 
lot at 2870 Lookout Place for the total price of $17,500. Mr. Tydings admits the 
purchase price of $12,000 for the Virginia Avenue property but stated that it 
was sold for only $14,000 and that the Lookout Place home cost only $17,000 
However, the vendee of 801 Virginia Avenue and the closing statement of the 
Atlanta Title Co. confirm the courthouse records. 

According to Mr. John J. Medlin, he paid by check, to Mr. Tydings, $7,864.28 
on October 10, 1946, which represented the net amount due him after the 
mortgage and broker’s commissions had been paid, in the purchase of 801 Virginia 
Avenue. According to the records of the Atlanta Title Co., Mr. Tydings paid 
on or about October 26, 1946, on the purchase of 2870 Lookout Place, $5,452.16. 
This leaves a net cash on hand for Mr, Tydings of $2,412.12, as a result of his 
real-estate deals. 

According to Mr. Garner and Mr. Lovett, Tydings had promised to pay the 
loan in full when he sold his Virginia Avenue property but Mr. Garner said 
that Mr. Tydings did not reveal to him or the bank that he had sold the place 
and he made no effort to pay it or make any different arrangements about the 
note. 

Mr. Tydings denies, however, that he committed himself to pay the note when 
he sold his home on Virginia Avenue and states that he repaid his sister, to the 
extent of $2,500, from the money he received by the sale and the remainder he 
upplied on the purchase of the Lookout Place property. 

With reference to the installment note dated May 1, 1948, Mr. Tydings claims 
that this note was signed by him under protest and that he was threatened by a 
lawsuit if he did not sign it. He said that Mr. J. Frank Kemp, attorney for the 
sank of Atlanta, presented him the note and made the threat. According to 
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Mr. Tydings, he called the Bank of Atlanta by telephone and made his protest 
known to Mr. Lovett, vice president, and that the telephone call was made in 
the presence of Mr. Kemp. Mr. Tydings said that he was informed by Mr. 
Lovett that James C. Garner had given instructions to secure the note and 
according to Tydings that was the first time he learned that Garner was officially 
connected with the bank or that he had anything at all to do with the loan. 
This is not in accordance with statements made to me by Mr. Lovett on October 
1, 1948, and by Mr. Kemp on October 12, 1948. 

Mr. Lovett said that he will state under oath that no such telephone conversa- 
tion took place between him and Tydings, and it was his impression that Tydings 
had requested an installment note as he had not been able to reduce the 90-day 
notes as agreed. Mr. Kemp said that Mr. Tydings made no telephone call in 
his presence and the only objection made by Tydings was his statement that 
Garner should pay the note because he, Tydings, had been of assistance to Garner 
in getting the criminal case against him settled. Mr. Tydings emphatically denies 
making such statement or that he had anything to do with the settlement of the 
case. No corroborative evidence was obtained supporting Mr. Kemp’s statement 
and this issue is resolved only to the extent of Mr. Kemp’s statement with 
Mr. Tydings’ denial. 

GENERAL INFORMATION 


This investigation has been made as discreetly as possible and restricted to 
the extent necessary to determine details of the loan and to the manner in which 
it was obtained. However, as the records of Fulton County, Ga., land-deed 
transactions disclose that Mr. Tydings sold real estate at 801 Virginia Avenue, 
Atlanta, Ga., on October 11, 1946, for $15,000, and Mr. Tydings claimed that the 
sale price amounted to only $14,000, the vendee, or Mr. John J. Medlin, was 
interviewed to determine the correct consideration. Mr. Medlin produced check- 
stub books which confirmed the county records of $15,000. As Mr. Tydings paid 
only $12,000 for the property the gross profit amounted to $3,000, which would 
be reduced by any capital improvements made by Mr. Tydings, and by the expense 
of the sale. It appears that a capital gain of approximately $2,000 was made 
from the property sale and Mr. Tydings was asked if his 1946 income-tax return 
reflected this transaction. He replied in the negative and stated that he did not 
think he made any profit. 

Also, during the interview with Mr. Medlin, he informed me that Mr. Tydings 
had made collection of $30 from an apartment that was rented and, as the title 
passed on October 11, 1946, Mr. Tydings refunded two-thirds, or $20, to Mr. 
Medlin as his pro rata share of the rent. Mr. Tydings had, on October 6, 1948, 
told me that neither he nor his wife had any income other than his salary, and 
at the interview on October 21, 1948, he was asked if he received any money from 
the apartment rental. Mr. Tydings stated that a small garage apartment was 
rented when he purchased the place at 801 Virginia Avenue on July 29, 1944, and 
he allowed the tenant to continue for a few months. He stated that he received 
no rental income during 1945 and 1946, but that he included the rentals received 
in 1944 on his income-tax return for that year. As this is inconsistent with 
Mr. Medlin’s statement that the apartment was rented in October 1946, the 
tenant, a Mrs. Moses, was interviewed. She informed me that she was a tenant 
at 801 Virginia Avenue during the entire time that Mr. Tydings owned the 
place, as well as a year or two prior, and some months after he had sold it to Mr. 
Medlin. Mrs. Moses said she paid $30 a month rent, which included utilities. 
Mr. Tydings stated that all of his income-tax returns were filed with the col- 
lector of internal revenue, Baltimore, Md. 

Mr. Tydings has claimed that he borrowed $3,000 from the Bank of Atlanta 
on the basis of his financial statement submitted. Exhibit 4 is a photostatic 
copy of his statement secured from the credit files of the bank. This statement, 
reflecting a net worth of $14,950, is not dated, but Mr. Tydings has identified 
his signature thereon and has stated that he has furnished only one statement 
to the Bank of Atlanta. The net worth of $14,950 is overstated by at least 
$7,200. The mortgage on his property at 801 Virginia Avenue amounted to 
approximately $6,400, instead of $5,200, and he did not reveal $2,500 that he owed 
a relative who loaned him that amount when he purchased the place in 1944. 
Mr. Tydings also admits that he did not own the United States bonds shown as 
an asset in the amount of $3,500. 

Since information regarding the personal loan came to the attention of the 
Aleohol Tax Unit, this office has received from the Bureau 11 anonymous letters 
criticizing the supervisory personnel of the Atlanta office of the Alcohol Tax 
Unit. None of the letters, however, contains anything derogatory to Mr. Tydings, 











312 INTERNAL REVENUE INVESTIGATION 


and it is believed they were all written or dictated by one person, or the same 
small group of persons now employed in the Atlanta office. 

While none of the Alcohol Tax Unit personnel was interviewed except Mr. 
Tydings and Criminal Investigator McQuown, it is evident that factionalism 
exists among the employees, and it appears to focus around Mr. Tydings and 
District Supervisor W. D. Hearington, his chief clerk, Mr. J. C. Tidwell, and 
Mr. Hearington’s secretary, Miss Kathleen Starr. 


CONCLUSIONS 


There is no evidence available tending to show criminal intent on the part 
of Donald 8S. Tydings in connection with the personal loan, and it is not believed 
susceptible of proof that Tydings had knowledge that J. C. Garner had guaran- 
teed the loan while a criminal case against him was pending. The case against 
Mr. Garner was settled on March 5, 1947, but for the same reason that similar 
cases in other districts were closed. Testimony of Mr. Garner tends to show 
that Mr. Tydings knew that Garner was officially connected with the Bank 
of Atlanta, but even Garner states that he tried to keep the knowledge that 
he had guaranteed the loan by the bank from Tydings. 

Mr. Tydings admits, however, that before he signed the installment note, 
dated May 1, 1947, he had been advised that J. C. Garner was an official of the 
bank, and while the evidence shows that payments aggregating $300 were made on 
the original note, none was made on the installment note. Although $100 was 
tendered after two installments had passed, no further attempt has been made 
by Mr. Tydings to pay the note or to lift the judgment against him that is held 
by a notorious law violator. 

By his own testimony Mr. Tydings admits that he discussed his financial 
difficulties with J. C. Garner, whose reputation was well known at the time, 
and that he acted upon the advice of Garner to relieve them. As a result, the 
assistant supervisor of an enforcement agency of the Bureau is under a financial 
obligation to a notorious bootlegger and briber of county and State officials. 

If, as claimed by Mr. Tydings, the loan was made on the basis of his financial 
statement and his credit rating only, it is not understandable why he would 
make statements so inconsistent with the facts as disclosed by this investigation 
and which were presented to him. The correct date of the loan and the amount 
of payments made are believed to have been proved beyond a reasonable doubt. 
In my opinion, there can be no possibility of faulty recollection of the circum- 
stances as the story he relates about them is in considerable detail and with defi- 
nite statements. The presentment of a financial statement reflecting assets 
that he did not have and omitting any liability amounting to $2,500 is, in my 
opinion, also reprehensible. 

Although Mr. Tydings’ income-tax returns have not been examined, his denial 
that he received any rental income during 1945 and 1946, and his statement that 
he did not report the sale of his residence in 1946, is believed to justify an 
examination of his returns for those years. 

It is my opinion that, by allowing himself to be sued for nonpayment of a 
loan obtained under the circumstances, and especially after he learned of Mr. 
J. C. Garner’s participation in the matter, Mr. Tydings has caused considerable 
embarrassment to the service. His inconsistent statements, some of which 
were under oath, lends doubt to his veracity and casts suspicion upon his obtain- 
ing the loan in good faith. 

It is believed that if any disciplinary action is taken against Mr. Tydings, 
looking toward his transfer from this Division, steps should be taken to eliminate 
the factionalism prevailing in the Treasury District No. 6 of the Alcohol Tax 
Unit. 

R. M. Betz, Special Agent. 


Mr. Tosrn. Mr. Tydings, this excerpt from your sworn statement 
to the Intelligence Unit in October of 1948 is to the effect that the 
purpose of borrowing this money from the Bank of Atlanta was to 
enable you to finance the purchase of this house. You have told the 
subcommittee again under oath that the loan from the Bank of At- 
lanta was to send money to your brother-in-law. Can you now recon- 
cile those two statements? 

Mr. Typrnos. No; I can’t. 
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Mr. Toztn. Which statement is true? 

Mr. Typtnes. The one I have given here, sir. 

Mr. Tosrn. The purpose of the loan was for raising of funds to send 
to your brother-in-law ? 

Mr. Typrngs. Yes, sir. 

Mr. Tosrn. Why didn’t you tell Mr. Bell that at the time? 

Mr. Typrnes. At that time—maybe that is where the 2 connections 
come in there between the loan I made at the bank and the 1 I tried to 
get from Cohen. I had my own troubles there at my own house and 
my brother-in-law was having his troubles. 

= Tostn. Why didn’t you tell that to Mr. Bell? You were under 
oath. 

Mr. Typrnes. I don’t know of any reason why I should have with- 
held it. 

Mr. Torsrn. The reason being, Mr. Tydings, that your brother-in- 
law was alive in 1948 and could have been interrogated at that time 
with respect to this. 

Mr. Typrnos. He was alive a long time after that. You don’t think 
I would take $2,000 back from my widowed sister if it were not true, 
do you? 

Mr. Tostn. I asked you, Mr. Tydings, what the purpose was for 
this loan from the Bank of Atlanta. You have told us that it was for 
the purpose of sending money to your brother-in-law. 

Mr. Typrnos. That is correct, sir. 

Mr. Tosrn. From a bank account, the records of which are now 
destroyed. 

Mr. Typrnes. I did not destroy them. I didn’t know about it. 

Mr. Tostn. The brother-in-law is dead. You did not advance the 
explanation of this transfer to your brother-in-law until after the 
brother-in-law had died. At the time he was alive, Mr. Tydings, you 
instead offered the explanation that you needed money for the purpose 
of your own house in Atlanta. You are now telling us that the ex- 
planation furnished by you in 1948, to wit, that you were raising 
money to buy your own house, that that information furnished to the 
Bureau is false. 

Mr. Typrnas. I raised the money for my own house through a sec- 
ond mortgage from the owner. 

Mr. Tosrn. Then the sworn statement that you gave to the Bureau 
in 1948, regarding the purpose of this loan, was False at the time it 
was given. 

Mr. Typrnes. I was in error. 

Mr. Tosrn. You were in error. 

Mr. Typrnes. As to saying just what happened, because that is not 
what I got it for. 

Mr. Toxstn. Is that an error or a deliberate mistake on your part? 

Mr. Typrnes. I don’t see anything to be gained by giving them a 
deliberate mistake. 

Mr. Torin. Well, how did you come to make this error in October 
of 1948? 

Mr. Typrnogs. I do not know. 

Mr. Byrnes. At the time you were being questioned by the special 
agent about this $3,000, you knew that they were concerned with find- 
ing out what you did with the $3,000 that you borrowed from the Bank 
of Atlanta, didn’t you? 
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You knew that was the purpose of this questioning? 

Mr. Typinos. To find out what I needed it for—yes, sir, what I did 
with it. 

Mr. Byrnes. Yes. Why would you tell them then a different story 
than the truth ¢ 

Mr. T'yprncs. I don’t know. I was apparently working on both 
at the same time—one for my own home and for my sister’s home. 

Mr. Byrnes. Well, you never did borrow $3,000 to take care of your 
own home? 

Mr. Typrnes. I never did. 

Mr. Byrnes. Why did you tell the special agent that you did? 

Mr. Typines. I don’t know. 

Mr. Tosin. What was the purpose of the loan or attempted loan 
from Mr. Cohen, Mr. Tydings? 

Mr. Typines. I was under the impression that I would have to get 
that before I got the loan from the Bank of Atlanta, and that was 
for the purpose of raising money for my sister. 

Mr. ‘losin. Well, you now know, since your recollection has been 
refreshed on these dates, that that is not a fact. You so testified 
today, as a matter of fact, that your need for funds in 1947 was some- 
thing other than your need for funds in April of 1946; isn’t that 

air. Typines. It may have been, sir. At the time that I was actually 
after that money, I could have used it either place and I was able to 
get my own house financed by a second mortgage and then I could 
have applied that loan to my brother-in-law. 

Mr. Tosry. Which year did your brother-in-law risk losing his 
house—in 1946 or in 1947—or did he have trouble both years ¢ 

Typines. I don’t know the date. 

Tosin. Well, in any event, it is now clear, Mr. Tydings, that 
you didn’t give the facts to the Intelligence Unit at the time this 
matter was Investigated ¢ 

Mr. Typines. Not the facts, as I recall them now; no, sir. 

Mr. Tortn. And as they were then. At the time you were inter- 
rogated by Mr. Bell, Mr. Tydings, and you furnished him with this 
explanation that you had borrowed this money for your own house, 
lid Mr. Bell thereafter interrogate you on that point ¢ 

“Mr. Typrnas. I went down there 2 or 3 times. 

Mr. as Didn’t Mr. Bell go into your story of having borrowed 
this money to purchase the house in some detail and demonstrate 
that the pur i e of the loan in April could not have been to purchase 
the house in October ? 

(No response. ) 

Mr. Tonin. Mr. Tydings, at the time this investigation was made 
by Mr. Bell, you were in some difficulty trying to convince him that 
you had borrowed this money for the purpose of buying your own 
house. Thereafter, Mr. Bell examined that intention by you and this 
was his conclusion : 


As the date of the purchase of the Lookout Place was on October 26, 1946, it 
does not appear that the loan which occurred more than 6 months before had 
anything to do with that transaction. In fact, Mr. Tydings later admitted to 
me on October 6, 1948, that the proceeds were not used for that purpose. He 
stated that of the loan, he deposited $2,000 in the Bank of Atlanta and the re- 
mainder, Which was $1,000 less interest at 5 percent for 90 days on $3,000, was 
deposited in the First National Bank, Atlanta, Ga. Mr. Tydings stated that he 
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then withdrew $2,500 from the First National Bank to reimburse a relative who 
had loaned him that much when he first came to Atlanta in 1944. This money, 
with $2,500 of his own was used to purchase a home at 801 Virginia Avenue, 
Atlanta, Ga., on July 29, 1944. Mr. Tyvdings further advised me that the balance 
in his account at the First National Bank was more than sufficient to make up 
the difference between the $2,500 check drawn and the amount deposited from 
the loan. 

Mr. Tydings was again interviewed by the special agent in charge and me on 
October 21, 1948, at which time he denied making the statement to me on October 
6, 1948, that any of the proceeds from the loan was used to repay his relative 
He supported his statement made at the first interview that the money bor 
rowed from the Bank of Atlanta was for the purpose of, and used in, the pur 
chase of property on Lookout Place in October 1946. 

Mr. Tydings was presented with a photostatic copy of the deposit ticket and 
a copy of the ledger sheet, exhibits 5 and 6, and his only statement was that 
the date of April 15, 1946, just could not be the date of the Joan. He said that 
he had made only one loan from the Bank of Atlanta and that loan definitely 
was not more than 2 weeks prior to the closing date of the property transfer to 
him. 

ixhibits 5 and 6, in my opinion, are conclusive evidence that the date of the 
loan is April 15, 1946, but that is further corroborated by the audit report of 
an examination made from May 19 to July 1, 1947, by the Federal Deposit In- 
surance Corporation (confidential) in which is stated that the loan to Tydings 
had been steady since April 1946. It therefore follows that the purpose of the 
loan was not, as stated under oath by Mr. Tydings on September 23, 1948, for 
the purpose of acquiring real estate. 

I suggest to you, Mr. Tydings, that that excerpt states a number of 
instances where you made concerted efforts in September and October 
of 1948 to convince Mr. Bell and Mr. Palmer that the testimony you 
were then giving them was the truth when, in fact, you told us today 
it was 1n error. 

Mr. Typrnas. Well, I don’t know anything at all about telling him 
that I was sending $2,500 to a relative that I had borrowed from, be- 
cause I had never borrowed it from him. 

Mr. Tosin. So that testimony given at the time was false? 

Mr. Typings. I don’t even recall any such testimony as that. 

Mr. Torntn. Do you deny that you made such testimony and gave 
such statements at the time ? 

Mr. Typines. I do not remember them, sir. 

Mr. Torrn. Do you deny that you made them ? 

Mr. Typ1nes. No; I donot deny it. I don’t confirm it. 

Mr. Torry. Do you think that the special agent made these things 
up? 

Mr. Typrnos. I don’t know, sir. 

Mr. Tosrn. Did you sign this statement that we showed you today ? 

Mr. Tyvrnes. I signed the statement that you showed me. 

Mr. Torry. Do not this statement and this excerpt, Mr. Tydings, 
indicate that you made a concerted effort during this period to deceive 
the special agent that was investigating this matter for the Bureau of 
Internal Revenue? 

Mr. Typrneas. There was never any question as to when the loan 
was made. That wasa matter of record. 

Mr. Tostn. You seemed to question it at the time ? 

Mr. Typrnes. I don’t know what the actual date was, but it was a 
matter of record. I did not know until today that any bank records 
were missing. It was the first time I had been advised so. 

Mr. Tost. Mr. Tydings, I have already asked you this afternoon 
whether you submitted a “financial statement to the Bank of Atlanta 
at the time you made this loan. 








316 INTERNAL REVENUE INVESTIGATION 


Mr. Typrnes. I think I did. 

Mr. Torin. And you testified today that that was an honest finan- 
cial statement. 

Mr. Typrnas. It was honest as far as I knew at that time. 

Mr. Tostn. Mr. Tydings, I show you a photostatie copy of what 
appears to be your financial statement and ask you if that is 1t ? 

Mr. Types. I have seen it. 

Mr. Tostn. Is that a copy of the financial statement that you sub- 
mitted ? 

Mr. Typrvnes. I just examined it; yes, sir. My signature is on the 
back of it. 

Mr. Tosrn. Mr. Chairman, I would like to put that financial state- 
ment into the record at this point, if I may. 

Chairman Kran. Without objection, it is so ordered. 

(The financial statement is as follows :) 

In connection with an application for a loan from the Bank of Atlanta in 
April 1946, Donald S. Tydings submitted a statement of his financial condition 


on a printed form. Following are the entries made by Mr. Tydings, omitting 
the parts of the form which he did not use in making his statement: 


ASSETS LIABILITIES 
Cash in hand and banks__--~-- $150 | Notes payable, approximately. $5, 200 
United States bonds______-_-___ 3, 500 | Total liabilities._......_._...___ 5, 200 
Real estate___._.---- Seeere: t —— 
Giese Si 4, 500 Wet WOU nc4desnay-nie 14, 950 
Tn Ue nhc anid 20,150 


LIST OF REAL ESTATE OWNED 


Location: 801 Virginia Avenue NE. 

Improvements: 9-room garage apartment 

Mortage or liens: $5,200. When due: Monthly at $55.37 
Cash value: $12,000. Equity : $7,800 


OTHER ASSETS OWNED 


Description Amount 
BRD TOE rice o ns cwiree iene aes eee lL iedglaateb eel $1, 500 
BI see ercicttcrerenntecin deh pai bith A SD US Oe ero 8, 000 


(Signed) Donatp 8S. Typrnes. 


Mr. Tosrn. Mr. Tydings, in the column labeled “Assets,” you state 
you had United States bonds in the sum of $3,500. 

Mr. Typrnes. I did at that time. 

Mr. Torry, You did have. 

Mr. Typrnos. I did have, sir. 

Mr. Tostn. Why did you need to borrow money if you had those 
bonds? 

Mr. Typrnes. I told the committee why I borrowed the money, sir. 

Mr. Tostn. You also told the committee, Mr. Tydings, that you 
experienced difficulty in raising this money at this time because you 
didn’t have collateral ? 

Mr. Typtnos. Yes, sir. 

Mr. Torry. Those bonds in the amount of $3,500 could have served 
as collateral for a loan of $3,000, couldn’t they ? 

Mr. Typrnos. I imagine they could have, sir. 

Chairman Kran. What kind of bonds were those? 

Mr. Typrnes. Government bonds, sir. 
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Chairman Kran. What issue—were they discount bonds that were 
purchased for $750 and would pay off $1,000, or were they the type 
of bonds that drew interest ? 

Mr. Typtnes. I think they were known as E bonds. They were ob- 

tained through payroll savin 

Chairman Kean. Well, he can’t use those as collateral. 

Mr. Torin. Yes. 

Mr. Typrnos. I didn’t know. 

Chairman Kran. Because those bonds are nontransferrable. 

Mr. Toptn. Yes. 

Mr. Tydings, did you own these bonds at the time you made the fi- 
nancial ‘stateme ont? 

Mr. Typ1tnes. Did I own them? 

Mr. Torin. Yes. 

Mr. Typines. Yes, sir. 

Mr. Torrn. You did? 

Mr. Typrnes. I did. 

Mr. Topin. Mr. Tydings, I would like to read you another para- 
— from Mr. Bell’s report. We are on page 9 now. I will quote: 

*. Tydings has claimed that he borrowed $3,000 from the Bank of Atlanta on 
on ri of his financial statement submitted. Exhibit 4 is a photostatic copy of 
his statement secured from the credit files of the bank. This statement, re 
flecting a net worth of $14,950. is not dated but Mr. Tydings has identified his 
signature thereon and has stated that he has furnished only one statement to the 
Bank of Atlanta. 

The net worth of $14,950 is overstated by at least $7,200. The mortgage on 
his property at 801 Virginia Avenue amounted to approximately $6,400. instead of 
$5,200, and he did not reveal $2,500 that he owed a relative who loaned him 
that amount when he purchased the place in 1944. Mr, Tydings also admits 
that he did not own the United States bonds shown as an asset in the amount of 
$3,500. 

Mr. Typtnes. Will you repeat that last remark? 

Mr. Torrn (reading) : 

Mr. Tydings also admits that he did not own the United States bonds shown 
as an asset in the amount of $3,500. 

Mr. Typrines. That is certainly a mistake, sir. 

Mr. Tosrn. You did not make that admission, Mr. Tydings? 

Mr. Typrnos. No, sir. 

Mr. Tosrn. Mr. Tydings, you have testified that at the time you 
made this loan from the Bank of Atlanta you did not know Mr. Gar- 
ner was affiliated with the Bank of Atlanta in any way? 

Mr. Typrncs. That is correct. 

Mr. Tosrn. I have read to you this afternoon an excerpt from your 
sworn statement dated October 21, 1948, one full paragraph of which 
states that while Mr. Garner was in your office you received the bad 
news that you were going to have $2,500 more by way of a down 
payment on your house and that Mr. Garner asked you whether you 
were having trouble raising the money and suggested at that time 
that you go .to his bank. That was your sworn statement in October 
of 1948. You testified today that you did not discuss this matter with 
Mr. Garner before you borrowed this money. 

Which of those two statements is true? 

Mr. Typvrnas. I did not discuss the matter with Mr. Garner at all. 


If that statement was made there that he said about going to his 
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bank, I still wouldn’t take from that that he was a director of the bank 
over there any more than if I say my bank is the First National Bank 
certainly [ am not a director of it. 

Mr. Torin. But your testimony here, Mr. Tydings, has been con- 
siderably more than that. You testified you did not discuss this 
matter in any way with Mr. Garner prior to the time you got that 
loan. That testimony conflicts with this statement, isn’t that so/ 

Mr. Typines. I don’t recall ever having discussed the need of 
the money or making a loan either before or after making a loan 
with Mr. Garner. 

Mr. Tostn. What about this statement in October of 1948¢ Was 
that a fair statement at the time it was made ? 

Mr. Typrnes. The facts are not what the situation was, sir. 

Mr. Tosry. This is your own statement ? 

Mr. Typrnas. Yes, sir. 

Mr. Tosrn. You gave considerable detail in October of 1948 as to 
how it happened that you and Mr. Garner came to discuss your need 
for money before you borrowed from the Bank of Atlanta and you 
explained in this statement why it was that you chose Mr. Garner’s 
bank. Now, you tell us that that didn’t happen. 

Mr. Typrnes. At the time I went to the Bank of Atlanta for my 
Joan, I did not know Garner was connected with the bank whatso- 
ever. 

Mr. Torin. At the time you went to the Bank of Atlanta to make 
this application for a loan, had you discussed the matter of this loan 
with Mr. Garner? 

Mr. Typrnos. No, sir. 

Mr. Tosrn. Then you will stand by that testimony ¢ 

Mr. Typrnas. I do. 

Mr. Tostn. In that case, Mr. Tydings, your sworn statement on 
that very point given in October of 1948 is false, isn’t that so/ 

Mr. Typincs. That is not the fact. 

Mr. Tosin. Why did you make this statement in October, 1948, 
which was not the fact ? 

Mr. Typines. I know of no reason, that nothing could be gained 
by it, sir. 

Mr. Tonin. Why did you do it? 

Mr. meade! I don’t know. 

Mr. Tosrn. Did you imagine this incident that you related in such 
detail ? 

Mr. Typrnes. I don’t know. 

Mr. Topix. You are unable to account for the reason why you 
would have put this in your statement ? 

Mr. Typrnes. I am. 

Mr. Torin. But, in any event, it is not true? 

Mr. Typrnes. They are not the facts. 

Mr. Tost. It is not true? 

This statement that Garner asked you: “Are you having some 
trouble raising money ?”—he never asked you that? 

Mr. Typrnes. Not to my knowledge. 

Mr. Tostn. You never gave Mr. Garner in your office a brief account 
of what you were doing- ‘that is, to raise money ? 

Mr. Typrnas. No. 
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Mr. Tonrn. Mr. Garner never suggested that you go to his bank 
where they had $6 million to loan on real estate ¢ 

Mr. Typrnos. No. 

Mr. Torry. All of these details were not true at the time you gave 
them to the special agent ? 

Mr. Typinos. They were not the facts at all, s 

Mr. Tostn. Where did they come from / 

Mr. Typrnos. I don’t know where they came from. 

Mr. Tostn. Did somebody else suggest these details to you? 

Mr. Typr1n@es. No. 

Mr. Tostn. But you did put them in your own statement to which 
you swore ? 

Mr. Typrnos. I signed the statement. 

Mr. Topstn. And executed an oath that the statement was true. 

In any event, Mr. Tydings, you stand by your testimony that at 
the time you made the loan you didn’t know Mr. Garner was affiliated 
with the bank? 

Mr. Typinos. I did not, sir. 

Mr. Torin. Yesterday, Mr. Tydings, we had testimony from In 
vestigator McQuown relating to his activities in the Garner black- 
market case and he testified that he worked that case under your 
supervision. It that right? 

Mr. Typinos. All of the special investigators—all the investiga- 
tors that worked were under my supervision. The special investiga- 
tors are primarily under the supervision of my assistant and aid. 

Mr. Torin. My question was, when investigator McQuown was 
working on the Garner case, was he working on that case under your 
supervision / 

Mr. Typtnos. Yes, sir. 

Mr. Torry. And did his report on that case go to you ‘ 

Mr. Typines. After it was typed and reviewed by my aid, it came 
to me for signature. That is the procedure. 

Mr. Topsrn. And did you review the report ? 

Mr. Typrneés. Sometimes I do. I don’t recall whether I did that 
particular one or not. 

Mr. Tosrn. If you state on the report that you reviewed it, would 
you have reviewed it ? 

Mr. Typrinoas. Yes, sir. 

Mr. Tortn. Did you cause this report to be rewritten by Investiga- 
tor Paradise after it had been first submitted to you by investigator 
McQuown ¢ 

Mr. Typrnas. I don’t know whether I did or not. 

Mr. Tort. Yesterday, Mr. McQuown, in sworn testimony, told 
us he had submitted a report and handed it to you before he went 
on vacation. When he came back from vacation you had assigned the 
case to a new agent, Investigator Paradise, and Investigator Para- 
dise had rewritten the report and sent it to you and that he (Mc- 
Quown) was never allowed to see the revised version; is that testi 
mony correct or incorrect ? 

Mr. Typrngs. That is incorrect. 

Mr. Torry. Incorrect. 

Mr. Typinos. Yes, sir. 

Mr. Tosrn. What was incorrect about that testimony / 

Mr. Typines. The entire procedure was incorrect. 
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Mr. Torry. Do you want to give us your version of it? 

Mr. Typrnes. I don’t know in this particular instance, but if the 
case came through where the evidence had not been completely de- 
veloped, it would be sent back to my aid for investigation. 

Mr. Toprn. Is Mr. Paradise your aid? 

Mr. Typrines. No. It is Mr. McPherson. 

Mr. Tostn. Did you send back Investigator McQuown’s report on 
the Garner case? 

Mr. Typrnes. Did I do what? 

Mr. Tosry. Did you send back for reinvestigation, or anything else, 
Investigator McQuown’s report on the Garner case ¢ 

Mr. Typrnes. Not that I know of. I have sent back a good many 
reports from the men that I didn’t consider complete and have had 
them marked for further investigation before sending them to the 
district attorney’s office. 

Mr. Torry. As far as you can now recall, you do not remember 
having sent Mr. McQuown’s report on the Garner case back ? 

Mr. Typrnes. I don’t know whether I did or not. 

Mr. Torry. In any event, the report was eventually prepared by 
Investigator Paradise and resubmitted to you; is that right? 

Mr. Typrves. That is right. If such was the case; yes, if it was 
resubmitted it would come to me. 

Mr. Tosrn. And did you examine it? 

Mr. Typrnes. I couldn’t tell you whether I did or not. 

Mr. Torin. Mr. Tydings, I show you Investigator Paradise’s report 
in the Garner case, which is dated January 23, 1945—over a year be- 
fore the loan from the Bank of Atlanta. I call your attention to the 
signature which appears thereon and ask you if that is your signature ¢ 

Mr. Typrnes. That is my signature. 

Mr. Tozin. And what appears just above your signature? 

Mr. Typrnes. It shows on March 2 that the report had been ex- 
amined, approved, and forwarded. 

Mr. Torry. By you? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrx. What does that mean when you certify that you have 
examined, approved, and forwarded a case report ? 

Mr. Typinos. Just what it infers, sir; that IT have examined it 
and approved it. 

Mr. ‘onrn. That you read it? 

Mr. Typrnos. Not all of it, no—examined it. 

Mr. Torstx. How much would you have read? What would your 
routine be? 

Mr. Typrnes. It was a routine proposition. By the way, that is not 
Mr. Paradise’s signature on there either. Mr. McPherson signed 
Paradise’s name, with a “M” under it, to show that somebody else 
had signed it for him. 

Mr. Torry. Well, in any event, you signed it. 

Mr. Typrnes. T signed where my signature was supposed to go. 

Mr. Tost. You so identified your signature. 

Mr. Typines. Yes. And the aid reviews the case reports and sends 
them in to me for signature. Sometimes I review them or I take his 
word for it. 

Mr. Tosrn. Was this a big case in your district? 
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Mr. Typrnes. It was about the same as most of the rest of the 
black-market cases. 

Mr. Torry. Was this a case that you would be interested in your- 
self ¢ 

Mr. Typr1nas. Yes, sir, I was interested in all the cases. 

Mr. Tostn. Would you feel in this case anything more than routine 
handling was necessary ! 

Mr. Typrnes. I did in the development of it, but in the final prep- 
aration, no. 

Mr. Tosrn. In the course of your duties as an assistant supervisor, 
enforcement, would you have been concerned with the adequacy of this 
report and have made sure that it contained all of the necessary ele- 
ments so that a good prosecution case could be made 4 

Mr. Typ1nes. That. was not set for prosecution, sir. 

Mr. Tosin. It was forwarded to the United States attorney, 
wasn’t it? 

Mr. Typrncs. It doesn’t say so on there. 

Mr. Tory. Forwarded to the Deputy Commissioner. 

Mr. Typrnes. Sent to the Deputy Commissioner; yes, sir. 

Mr. Tosrn. Before such a case would go to the Deputy Commis 
sioner, would you be yourself satisfied with the adequacy of the 
investigation ? 

Mr. Typrnas. Yes, sir. 

Mr. Torin. Mr. Tydings, I am going to read you some excerpts 
from this report on the James C, Garner investigation. 

On page 4 of the report, the following language appears: 

James C. Garner's unlawful schemes and enterprises have been rewarded 
with substantial success. He is one of the original founders of the Bank of 
Atlanta, a member of the board of directors holding the position of trust officer 
with said bank, and also the Northwest Atlanta Bank. 

On page 14, the following appears: 


The financial success of James C. Garner's unlawful enterprises is evident in 
some measure by the fact that he is one of the original founders of the Bank of 
Atlanta, and currently placed on the board of directors with the position of 
trust officer of said bank; and also the Northwest Atlanta Bank. These banks 
made substantial loans to Garner but Garner’s requirements became much in 
excess of the bank’s loan limit, hence the necessity of a broader field of financing.” 

At the end of the report on page 86, a summary of the personal his- 
tory of various defendants appears: 

Garner, James Clark; financial responsibility is listed by Hooper-Holes as 
having assets in the amount of $500,000. Executive officer of the Bank of 
Atlanta. 

This report, Mr. Tydings, of James C. Garner was forwarded to 
you, examined, approved, and forwarded by you to the Deputy Com- 
missioner in 1945, a year before you made this loan from the Bank 
of Atlanta. These three excerpts from this report which I have 
read to you state in one way or another Mr. Garner’s financial con- 
nections and his status as an executive officer or director of the Bank 
of Atlanta. That report was examined by you. You have told the 
subcommittee on numerous oceasions that at the time you m: ade this 


loan you did not know that Mr. Garner was in any way connected with 
the Bank of Atlanta. 
Mr. Typrnes. I did. 
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Mr. Torry. Do you stand by that testimony ? 

Mr. Typines. I do. 

Mr. Torry. Mr. Tydings, do you know Mr. J. R. Lovett who was 
formerly of the Bank of Atlanta ? 

Mr. Typrnes. He was the man that I had my dealings with at the 
bank. He was the man that I made my application to. 

Mr. Torry. In connection with your application for this loan you 
dealt with Mr. Lovett ? 

Mr. Typrnes. Yes sir. I have connections with nobody else at the 
bank. 

Mr. Tontn. You dealt only with Mr. Lovett? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. Mr. Chairman, I have an affidavit from Mr. J. R. Lovett, 
the same man identified by Mr. Tydings as having been the man at 
the bank. I would like to put this affidavit in the record and read it 
to the witness. 

COUNTY OF FULTON, 
State of Georgia. 

There personally appeared before me, an officer qualified to administer oaths, 
J. R. Lovett, who first being duly sworn, says: My name is J. R. Lovett. I am 
a salesman for a realty company. From August 1942, until March 1948, I was 
manager of the Moreland Avenue branch of the Bank of Atlanta, Atlanta, 
Ga. In my capacity as manager of the Bank of Atlanta, all the loan transactions 
of the Moreland Avenue branch had to clear through me. If the loan was more 
than $1,000 I also had to get the approval of the members of the board of direc- 
tors. I remember a loan made by the Bank of Atlanta to Donald S. Tydings. 
To the best of my memory, this loan was approximately $3,000. I cannot re- 
member the date, but it seems like it was around 1945. I remember that Mr. 
Tydings had no collateral. His introduction to the bank was by Mr. James 
Garner, one of the directors. By this I mean that he applied for this loan on 
the basis of some previous conversation with Mr. Garner. I do not remember 
whether Mr. Garner brought Mr. Tydings to the bank and introduced him or 
whether Mr. Tydings came to the bank for a loan and told me Mr. Garner had 
talked to him about the loan. I do remember, however, that that loan was made 
on the basis of some previous conversation that Mr. Tydings had with Mr. 
Garner. 

This statement was made voluntarily and without promise of reward. 

J. R. Lovett. 


Mr. Tydings, do you challenge that affidavit ? 

Mr. Typrnas. I do. 

Mr. Tostn. You also challenge your own sworn statement of Oc- 
tober 1948, in which you stated you had discussed this matter with 
Mr. Garner before getting the loan? 

Mr. Typrnes. I do. 

Mr. Tosrn. And you testify also that you did not know from the 
Garner investigation of Mr. Garner? 

Mr. Typines. That case report that you are speaking of there— 
even if I read every word of it, it was something I had read a year 
before I made my loan. 

Mr. Tostn. It may be. 

Mr. Typrnes. And reading case reports every day—in that district 
we made 56 percent of all the seizures in the United States. 

Mr. Tosrn. 56 percent of the seizures—does that have anything to 
do with your sworn statement ? 

Mr. Typines. I am telling you of the volume of the case reports 
that come over my desk. 
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Mr. Tosrn. All right, Mr. Tydings, conceding that you might not 
recall the details stated three times in the case report, what about your 
own statement in October of 1948 which is substantially to the same 
effect? Do you challenge that now, too? 

Mr. Typines. I do. It was in error. 

Mr. Topix. It was a series of errors; wasn’t it? 

Mr. Typines. This man Lovett bears out what I said the other day. 
He said that if a loan was for a thousand dollars he could approve 
it, but over a thousand dollars he had to refer it to the board of 
directors. I told you when I made my application he told me it 
would have to be referred to the board. If Garner had already made 
arrangements for me and was one of the owners of the bank, I don’t 
think I would have had to wait for a board meeting. I could have 
gotten the money right then. 

Mr. Torry. Mr. Lovett seems to testify to a different effect, Mr. 
Tydings, and so did you 5 years ago. 

Mr. Typrnes. Doesn’t he say in there that it was the custom of the 
bank if it was $1,000 loan he could approve it and if it was more it 
had to go to the board ? 

Mr. Toxsrn. It also says: 

I do remember, however, this loan was made on the basis of some previous 
conversation Mr. Tydings had with Mr. Garner. 

Mr. Typrnes. I don’t know anything about that. 

Mr. Torry. Do you deny it? 

Mr. Typrnes. I deny that. And I deny that anybody went there 
with me. 

Mr. Tortn. Do you deny the sworn statement of October 21, 1948 
with respect to this matter—your sworn statement ? 

Mr. Typrnas. I don’t deny it. I would say it was an error. 

Mr. Torin. On somebody else’s sworn statement you deny it. When 
it is your sworn statement that conflicts with your present testimony 
itisanerror. What is the difference? 

Mr. Typrnes. Well, Mr. Lovett is in error. 

Mr. Tostn. Mr. Lovett is in error? 

Mr. Typrnas. Yes, sir. 

Mr. Byrnes. How could you make so many errors in an interview 
with a special agent who is investigating your particular case? 

Mr. Typtnes. I have no doubt said things here, sir, ie it as to the 
question being put at me 6 or 7 different ways, sometimes I don’t know 
how I answered them. I try to answer them to the best of my ability 
and tell the truth. But I know that something I said yesterday was 
incorrect. 

Mr. Byrnes. Let’s corrrect it right now. 

Mr. Typrnas. May I correct it? 

Mr. Byrnes. Certainly. 

Mr. Typtrnes. What I referred to while I was home was receipts, 
not stubs of a check book—on two checks. I had taken receipts from 
Mr. Jackson and Mr. McPherson. 

Mr. Torry. Mr. Tydings, on that very point, Mr. McPherson has 
told us in sworn testimony here in public session that there was only 
one occasion when you asked for and got a receipt from him. 

Mr. Typrnes. That was the last thing. 


? 
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Mr. Torin. And that, Mr. Tydings, was a receipt for $100. 

Mr. Typrnes. $100—that is what I said. 

Mr. Tosrx. Now, you don’t claim receipts for these others? 

Mr. Tyvrnes. No; I didn’t say I got them. But I referred to them 
yesterday as stubs. It was not. It was receipts. 

Mr. Byrnes. You were an enforcement officer 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. You examined different witnesses, didn’t you ? 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. And you questioned them at length? 

Mr. Typrnes. That was not an everyday practice, sir. 

Mr. Byrnes. Well, you have had experience in questioning people 
and in trying to get at what the facts are? 

Mr. Typings. Yes, sir. 

Mr. Byrnes. It is part of your enforcement duty ? 

Mr. Typrnes. Yes, sir. 

Mr. Byrnes. You knew the importance of having the witness tell 
you the truth, didn’t you ? 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. Now, here you were being examined back in 1948 by : 

special agent of the Bureau. 

Mr. Typrnes. Yes. 

Mr. Byrnes. How could you be so far off in the testimony that you 
gave that special agent? 

Mr. Typines. I have no idea, sir. None whatsoever. 

Mr. Byrnes. No explanation whatever ? 

Mr. Typrnes. I have none at all. 

Mr. Byrnes. Yet you will admit, won’t you, that the testimony you 
gave there at that time was not only wrong, but misleading? 

Mr. Typrves. Well, if it was wrong, naturally it would ‘be mislead- 
ing. 

r—e Byrnes. Certainly. 

And there was no chance at that time to check the truth of the state- 
ments that you are making now, as far as the purpose of this $3,000 
loan was concerned; for instance, if you told them the truth at that 
time they could have checked with your brother-in-law, couldn’t they ¢ 

Mr. Typincs. Yes; and they would have come up with what I told 
you. 

Mr. Byrnes. But you misled them so they couldn’t follow that 
avenue; didn’t you! 

Mr. Typines. From some of these people who have taken statements 
from me, I know that the statement was made long before my brother- 
in-law’s death. 

Mr. Byrnes. Do you think a person who would make improper 
answers or wrong answers to questions by a special agent is the type 
of person who should be in a supervisory position in the Alcohol Tax 
Unit? 

Mr. Typrnes. I have no explanation at all of why I gave him that 
report. 

Mr. Byrnes. Well, under those circumstances, do you think you are 
a proper person to continue as assistant supervisor in that district 
in Atlanta ? 
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Mr. Typ1nes. My personal business was entirely—I think you will 
find from the Bureau that as far as my official duties were concerned, 
they were above reproach in every way. 

Mr. Byrnes. You gave a special investigator under oath a false 
statement; didn’t you? 

Mr. Typrnes. I don’t know what you would call it, but the facts that 
are down there are not what the facts were. 

Mr. Byrnes. What would you call it? It was a false statement, 
wasn’t it? 

Mr. Typrncs. It was inaccurate. 

Mr. Byrnes. Well, as an assistant supervisor in charge of enforce- 
ment, how would you classify a misstatement of that nature which 
was made by some witness in some case that you were examining in 
Atlanta ¢ 

Mr. Typrnes. As not true. 

Mr. Byrnes. As a falsehood, wouldn’t you? 

Mr. Typrnes. Now, I don’t know whether I would call it a false 
statement. I would call it “not true.” 

Mr. Byrnes. Well, do you think a person who had made untrue 
statements under oath to a special investigator of the Internal Revenue 
Bureau should continue in the capacity of assistant supervisor of 
enforcement in the Aleohol Tax Unit? 

Mr. Typrnos. If he did it knowingly, I would say “No.” 

Mr. Byrnes. Why are you trying to cal that you made this 
statement without knowing that you were making this statement ? 

Mr. Typrnes. No; but I must have had some reason at that time 
for telling them what I told them. 

Mr. Byrnes. Yes. 

So you intentionally told them what wasn’t the truth didn’t you? 

Mr. TyprNes. It is equivalent to that; yes, sir. 

Mr. Byrnes. Do you think a person that does that should be con- 
tinued as an assistant supervisor of enforcement? 

(No response. ) 

Mr. Byrnes. Let me put it this way: Do you think he should be 
promoted ? 

Mr. Typ1nos. I don’t know. 

Mr. Byrnes. That is what you were seeking; 

Mr. Typrnes. I didn’t follow you. 

Mr. Byrnes. That is what you were seeking—a promotion ? 

Mr. Byrnes. Sometime back; yes, sir. 

Mr. Byrnes. Do you think a person who makes statements of that 
kind to a special agent is entitled even to maintain the position he is 
in at the time? 

Mr. Types. I believe I agree with you. 

Mr. Byrnes. You agree that he shouldn’t ? 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. In fact, you should have been dismissed at that time? 

Mr. Typrngs. I don’t know what action they should have taken. 

Mr. Byrnes. They should have taken some disciplinary action; 
shouldn’t they ? 

Mr. Tyrprnes. I wouldn’t ask for it, but it could easily have been 
their prerogative. 

Mr. Byrnes. As I understand your testimony earlier, before the 
committee, you thought that contemplated action on their part by way 


weren’t you? 
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of transferring you to New Orleans was in the nature of disciplinary 
action, but you resisted that, didn’t you ? 

Mr. Typrngs. I didn’t have the benefit of what I have now. 

Mr. Byrnes. You mean you didn’t know that somebody would 
catch up with the misstatement in your affidavit ? 

Mr. Typrnos. I ai In’t even know about the misstatement. 

Mr. Byrnes. Well you admit now that the statement in your affi- 
davit to the speci: al agent was a figment of your imagin: ition, don’t 
you! It wasn’t true? 

Mr. Typincs. Yes, parecer so. 

Mr. Byrnes. Well you knew that then; didn’t you? 

Mr. Typrncs. No, sir; I wouldn’t say so. 

Mr. Byrnes. You thought they were true then? 

Mr. Types. I apparently did, sir. 

Mr. Byrnes. And yet you can give us no explanation for this change 
of mind? 

Mr. Typrnos. That is right. 

Mr. Byrnes. No explanation for the change in fact that you testi- 
fied to as being facts? 

Mr. Typrnas. No, sir. 

Mr. Tosry. Mr. Tydings, when you testified the other day, didn’t 
you tell us you had told the Burean before your brother-in-law died 
that you had n oe oe s loan to him ? 

Mr. Typrtnes. Mr. Avis called me into Washington and asked me 
about it. 

Mr. Torrn. When was that? 

Mr. Typ1NGs. I don’t know. But at that time—— 

Mr. Torry. At what time? 

Mr. Typincs. I don’t know when it was. 

Mr. Tontn. Was it before your brother-in-law died ? 

Mr. Typrnes. Yes, sir; it was. 

Mr. Torry. He died in 1949? 

Mr. Typ1nGs. I think so. 

Mr. Torry. So that sometime before your brother-in-law died 
1949, Mr. Avis and you talked about this, is that right ? 

Mr. Typrinoas. Yes, sir. 

Mr. Torin. What did you tell Mr. Avis? 

Mr. ‘Typrncs. He asked me what I was getting the money for. I 
told him. As I remember it, he wrote the name down on a piece of 
paper and put it in the drawer. 

Mr. Torin. At the same time you were telling Mr. Avis you were 
borrowing this money to give it to your brother-in-law you were tell- 
ing Mr. Bell you were borrowing it to buy a house? 

Mr. Typ1nos. I don’t know. 

Mr. Tosrn. Isn’t that what you just said, Mr. Tydings? 

Mr. Typtnos. I said Mr. Avis called me in. 

Mr. Tonrn. Sometime pr ior to your brother-in-law’s death in 1949 ? 

Mr. Typrnes. Yes, sir; when this first broke. 

Mr. Tost. That broke in 1948, At that time you told Mr. Avis 
that you were getting the money from the Bank of Atlanta to send 
to your brother-in-law ? 

Mr. Typrnos. Yes, sir, and he asked me what his name and address 
was. 
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Mr. Torin. And the same time you were telling Mr. Bell you got it 
to buy your own house? 

Mr. Typrnas. In my investigation by the Investigation Unit, it was 
sometime after that. 

Mr. Toptn. In October 1948 you gave Mr. Bell a sworn statement 
that you borrowed this money to buy your own house. Also in 1948 
you now tell us you told Mr. Avis some thing entirely different, to wit, 
the stor y you are now telling us—that you borrowed this money to send 
to your brother-in-law. 

Now, therefore, at the same time you were substantially telling 2 
different stories to 2 different people in the Bureau as to the purpose 
of thisloan. . 

Mr. Typines. You asked me—had I told anybody in the Bureau that 
I got the money for my brother-in-law ? 

Mr. Toxin. That is right. You said you told Mr. Avis that. 

Mr. Typinos. I told you I told Mr. Avis. 

Mr. Tosrn. I am reminding you you told Mr. Bell something dif- 
ferent at about the same time according to your testimony, so that 
you were telling two conflicting stories at the same time, one of which 
must have been false. In each case you, as a Government emp loyee 
and a law enforcement officer, were under an unusual ob ligation to be 
truthful, isn’t that so? 

Mr. TypinGs. Yes, sir. 

Mr. Tosrn. Mr. Tydings, I would like now to show you a copy of 
the individual ledger sheet for the Bank of Atlanta which gives the 
details of your bank account there re which was opened after the grant- 
ing to you of this loan on April 15, 1946. 

Do you ce ‘hallenge the accurac y of this ledger sheet, Mr. Tydings? 

Mr. Typrnes. I have nothing to base the challe nge on, sir. 

Mr. ToBrIn. Mr. Tydings, this ledger sheet re flects a check drawn 
against your account on April 15, 1946, of $1,000. While you are 
studying that, Mr. Tydings, Mr. Chairman, I would like to insert in 
the record at this time copy of this individual ledger sheet. 

Mr. Byrnes. It is so ordered. 

(The ledger sheet is as follows:) 


Copy of individual ledger sheet, Bank of Atlanta, Donald 8. Tydings, 408, 
10 Forsyth Street Building 


y 16,1 
May 23, | 
May 25, 1946 
May 28,1 
June i. 19 
June 11, 1046 
June 25, 1946 


July 23, 1946. 18. 89 0 
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Mr. Torrn. That seems to be the last check that you drew on that 
account, isn’t it? 

Mr. Typines. That isn’t my impression of what transpired there 
at all. 

Mr. Tosrn. Do you think this is wrong? 

Mr. Typrnos. I testified and I am not sure that the day the loan was 
granted I took $2,000 with me and deposited it over in the First Na- 
tional Bank. 

Mr. Torstn. The bank records indicate it was $1,000. That is, 
unless, of course, the bank made an error in your favor of $1, 000. 

Doesn’t this ledger, Mr. Tydings, conflict with your Ste ae the- 
ory that you sent first $2,000 to your brother-in-law in East Orange, 
N. J.? 

Mr. Typrngs. It does here; yes, sir. 

Mr. Tostn. Do you have any reason to challenge the accuracy of 
this ledger sheet ? 

Mr. Typinos. I have nothing to challenge it on, sir. 

Mr. Torsrn. You have testified repeatedly in your three appear- 
ances here that your recollection was clear that it was $2,000 to your 
brother-in-law drawn on a bank account at the First National Bank, 
the records of which are now missing. That doesn’t seem to corre- 
spond with this ledger sheet, does it ? 

Mr. Typrnas. No, sir. 

Mr. Torry. What is the purpose for all the remainder of these 
checks, Mr. Tydings? Has any of these remaining checks in small 
amounts gone to your brother-in-law ? 

Mr. Typines. | couldn’t tell you what I drew a check on on some par- 
ticular item in 1946, sir. 

Mr. Tostn. Do any of the items resemble checks which you testi- 
fied you drew on that bank account for the purpose of making deposits 
in the First National Bank so that you could then write checks on 
your other checking account to send to your brother-in-law? For 
example, is there a $500 withdrawal here ? 

Mr. Typrnes. Not all at one time. 

Mr. Tosrn. Is there a $300 withdrawal? 

Mr. Typrnes. Not at one time. 

Mr. Torry. So that if you transmitted proceeds of these loans in 
the fashion you have described to your brother-in-law, the records 
which are available at this bank, they do not support that story, isn’t 
that so? 

Mr. Typtnes. That is so; yes, sir. 

Mr. Tortn. You are unable to account for the purpose of any of 
these other checks at this time? 

Mr. Typines. I don’t know what they are for. 

Mr. Tostn. What do you suppose this $1,000 check was? 

Mr. Typrnes. I don’t know. 

Mr. Tostn. Dated April 15. 

Mr. Tyvrnos. I don’t know. 

Mr. Tosrn. Is the $1,000 debit to your account the beginning of a 
transfer of $1,000 to your brother-in-law ? 

Mr. Typrnes. I don’t know. I was sure that I had drawn $2,000 the 
day I made the loan. On this, it appears as $1,000. 

Mr. Tosin. Do you suppose that $1,000 went ultimately to your 
brother-in-law ? 
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Mr. Typrnes. That was what I got it for. 

Mr. Tosrn. Mr. Tydings, two documents were put in the record 
yesterday, one a memorandum by Mr. Hearington and another memo 
randum from Mr. Mealey to Mr. Woolf. I want to read you excerpts 
from both of these memoranda. 

First, I will read Mr. Hearington’s memorandum: 

Information was received by me around September 15, 1947, to the effect that 
my assistant Mr. Donald S. Tydings, was having an affair with a former em- 
ployee of the Alcohol Tax Unit. After preliminary investigation and after cer- 
tain reports had been verified to the effect that Mr. Tydings had spent a con- 
siderable amount of money in the purchase of a diamond ring, watch, and per- 
haps a fur coat, for the young lady in question, these facts were reported to Mr. 
Kennedy and Mr. Avis in Washington by long-distance telephone, 

Mr. Tydings, I ask you if that is, in any respect, inaccurate ? 

Had you spent a considerable amount of money on a female in the 
Aleohol Tax Unit? 

Mr. Typines. Not a considerable amount of money. 

Mr. Torin. Had you purchased these various items that are men- 
tioned—diamond ring, watch, and fur coat ‘ 

Mr. Typrnas. | bought fur coats, but not for anybody down there. 

Mr. Tosin. Would you speak into the microphone please ¢ 

Mr. Typinos. I say yes, I have bought a fur coat but not for any 
employee. 

Mr. Tostn. Mr. Tydings, perhaps this will help you. On October 

1947, you were called to W: ashington, the records of the Internal 
Seteule’ Bureau disclose, for an interview with Mr. Avis and Mr. 
Mealey. After that interview had taken place, Mr. Avis prepared a 
memorandum concerning the interview for Mr. Mealey’s signature. 
That memorandum then went to Mr. Harry Woolf who was then Chief 
of the Intelligence Unit of the Bureau. A portion of that memo- 
randum reads as follows: 

Mr. Tydings categorically denied that he had any affair with the young lady 
in question. He stated that he had neither purchased any diamond ring, watch, 
or fur coat nor taken her on any official trips as alleged. He admitted baving 
befriended the young lady’s family, but stated there had been nothing improper 
in their relationship. 

Is that a fair summary of what you told Mr. Avis in 1947? 

Mr. Typrnes. I would think so. 

Mr. Torry. I didn’t hear your answer. 

Mr. Tyovrnes. I think so. 

Mr. Toprn. Was it true—was this information to Mr. Avis true at 
the time you gave it? 

Mr. Typrnes. I think so. 

Mr. Torrn. Do you still deny that you had the affair in question ? 

Mr. Typrnes. I deny I had any affair. 

Mr. Tostn. Do you still deny you purchased a diamond ring, 
watch, and fur coat which has been charged as purchased ¢ 

Mr. Typrnes. I knew the girl. I knew her family. But as far as 
any affair—no, I had none. 

Mr. Tostn. I asked you if you had made these three purchases for 
this girl? Do you deny that you made these purchases ? 

Mr. Typrnes. I didn’t buy any fur coats, 

Mr. Tost. bo. you deny that you purchased for this girl a northern- 
dyed muskrat coat from J. P. Allen & Co.’s department store, around 
Christmas of 1945? 
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Mr. Typtnos. I didn’t buy it for her. 

Mr. Torrn. Do you deny you purchased it for her? 

Mr. Typrines. I didn’t buy it for her. 

Mr. Tosrn. Did you buy a fur coat at that time? 

Mr. Typrnas. I gave her the mone y for it. 

Mr. Torry. You gave her the money for it? 

Mr. Typrnes. As a loan. 

Mr. Torprn. As a loan? 

Mr. Typinas. Yes, sir. 

Mr. Tonin. Has she ever repaid you? 

Mr. Typrnes. No. 

Mr. Topix. Around Christmas, 1945, were you in a position to be 
making loans to other employees in the office ? 

Mr. Typrnes. I did. 

Mr. Torry. Now, we have had several instances, Mr. Tydings, 
where you, in fact, were borrowing money from your employees during 
this per iod. 

Mr. Typines. Yes, sir. I got money still loaned out down there. 

Mr. Tostn. I didn’t hear you. 

Mr. ‘Typtnes. ! have money still loaned out down there. 

Mr. ‘Tosin. So that you were borrowing money and lending money, 
is that right? 

(No response. ) 

Mr. Tosix. How much did you loan this woman to buy the coat? 

Mr. Typines. I think it was $500. 

Mr. Torrn. Did she pay you back? 

Mr. Typrnos. No, sir. 

Mr. Tosrn. When did you first learn that your brother-in-law was 
in serious financial trouble? 

Mr. Typinos. I don’t know. 

Mr. Torin. Was it around Christmas of 1945? 

Mr. Typtnes. I don’t know. 

Mr. Torry. Did you purchase a Hamilton ladies’ watch in white 
gold with a square face, set with 6 diamonds on each side, for this 
woman employee in the office? 

Mr. Typrnos. I think I did. 

Mr. Topsrn. You did. 

Mr. ‘iyptnes. Yes. 

Mr. Tcsrxn. When did you make that purchase ? 

Mr. Typrnos. I don’t know. 

Mr. Tosrxn. How much did it cost? 

Mr. Typrnos. I don’t know. 

Mr. Torry. Was it fairly expensive? 

Mr. Tprnes. It was not a Hamilton. I know it was a Longire. 

Mr. Torry. It was a Longine. You remember that, but you have no 
idea what it cost. Was it $50? 

Mr. Typtnas. I don’t know. 

Mr. Torry. Where did you purchase it? 

Mr. Trrptncs. In Atlanta. 

Mr. Tosrn. Wherabouts ? 

Mr. Typrnas. I don’t remember which store. 

Mr. Torrn. You have no idea how much it cost? 

Mr. Typinos. No. 
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Mr. Tosrn. A Longine watch with 6 diamonds on each side would 
be a fairly expensive watch, wouldn’t it? 

Mr. Typtn@s. Yes, sir. 

Mr. Tosrn. Purchased at a time when you were in dire financial 
straits and trying to borrow money from the Bank of Atlanta? 

Mr. Typines. I don’t know whether it was the same time or not. 

Mr. Torin. Did you purchase a white gold dinner ring set with 19 
diamonds weighing approximately a little over a half a carat for this 
woman ¢ 

Mr. Typines. No. 

Mr. Tosin. You did not? 

Mr. 'T'ypines. No. 

Mr. Torry. I — you if you purchased such a ring for this woman 
from Claude S. Bennett, Inc., a jeweler, on April 22, 1946? 

Mr. Typ1neos. I bought a rmg there but not like you described. 

Mr. Tostn. What kind of a ring did you buy ¢ 

Mr. Typines. A little finger ring. 

Mr. Tosrn. Mr. Tydings, I show you a photograph of a ring. 

Mr. Typrnes. I don’t know that I have seen it. 

Mr. Tosin. Have you ever seen a ring like that? 

Mr. Typin@s. I have seen lots of them like that. 

Mr. Torin. You have seen lots of them like that ? 

Mr. Typrngs. Yes. 

Mr. Tosrn. Was the ring you purchased in Atlanta like that ring ? 

Mr. Typines. Something like that. 

Mr. Topix. How much did this finger ring you purchased cost you ? 

Mr. Typrines. I don’t know. 

Mr. Toprin. $100? 

Mr. Typines. I don’t know. 

Mr. Tortn. More? 

Mr. Typin@s. I don’t know how much it cost. 

Mr. Torry. Did it cost less than $100 ? 

Mr. Typines. I wouldn’t think so. 

Mr. Byrnes. Were you in the habit of buying a lot of rings? 

Mr. Typrngs. No, sir. 

Mr. Byrnes. Well, how many besides this finger ring did you buy ? 

Mr. Typines. None. 

Mr. Byrnes. Did you buy any other kinds of rings? 

Mr. Typrines. No, sir. 

Mr. Byrnes. Do you have any idea what you paid for this ring? 

Mr. Typines. I don’t. 

Mr. Tosry. Mr. Chairman, can we put this photograph in the record, 
the photograph of the ring ? 

Mr. Byrnes. Without objection, it is so ordered. 

(The photograph of the ring follows: ) 
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Mr. Tonrx. When did you purchase that ring, Mr. Tydings? 

Mr. Typines. I couldn’t tell you the date # 

Mr. Tostx. Would it be likely that you purchased it in April of 
1946? 

Mr. Typrnoas. I don’t know when I got it. 

Mr. Tostx. You have borrowed from the Bank of Atlanta on April 
15, 1946, allegedly for the purpose of transferring funds to your 
brother-in-law, is that right ¢ 

Mr. Typinogs. Yes, sir. 

Mr. Torin. Would it be likely that within a week thereafter you 
would have purchased a diamond ring for several hundred dollars 
with some of that money ¢ 

Mr. Typrnos. Not likely. 

Mr. Tostn. Do you deny that you did? 

Mr. Tyvrves. No; I told you I bought the ring. 

Mr. Tosty. Did you buy that ring in April 1946 with yan, of the 
proceeds from this so-called loan from the Bank of Atlanta ? 

Mr. Typinos. I don’t think so. 

Mr. Torry. You donot think so. 

Mr. Tydings, I would like to show you a bill of sale to your name 
from Claude S. Bennett, Inc., or a copy of such a bill of sale, together 
with a letter dated January 13, 1953, from Claude S. Bennett, Inc., 
addressed to Mr. William P. Hindman, Jr., Subcommittee on Admin- 
istration of the Internal Revenue Laws, which read as follows: 

This is to certify that Mr. Donald 8. Tydings of Atlanta, Ga., purchased from 
this firm a white gold diamond ring on April 22, 1946, a total of $495 was paid 
in cash, which sum included Federal tax. 

A description of the ring is attached hereto, which is the same as Mr. Tydings 
would have received upon his Tequest at the time sale was completed. 

I would like you to examine this document. The jeweler then 
enclosed a bill of sale made out to your name, describing the ring as 
being a white gold diamond dinner ring set with diamonds, with a 
total weight of a little over half a carat, at the price of $495 paid. 

Did you purchase that ring for $495 at that jeweler’s store on 
April 22d, 1946? 

Mr. ‘Typrnes. I purchased a dinner ring. I don’t know what date, 
sir. 

Mr. Torry. Mr. Tydings, I ask you to look at the individual ledger 
sheet of your account at the Bank of Atlanta. 

You will notice that on April 24, 1946, 2 days after this purchase, 
a check in the amount of $495 was charged against your account. 

Mr. Typtnes. Yes, sir; I see that. 

Mr. Torin. Does that debit represent this purchase 2 days earlier? 

Mr. Typtnes. It looks like it must have been. 

Mr. Tonrx. Wasn’t the purpose of the loan from the bank Mr. 
Tydings, for this purchase ? 

Mr. Typrnes. No, sir; it was not, sir. 

Mr. Torn. It was not? 

Mr. Typrnes. It was not. 

Mr. Torry. The purpose of borrowing $3,000 from the Bank of 
Atlanta was to send that money to your brother-in-law ? 

Mr. Typrnes. It was not to buy a diamond ring. 

Mr. Torin. Was it as you have testified to—to send money to your 
brother-in-law ? 
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Mr. Typincs. I did send money to him; yes, sir. 

Mr. Torin. Was the purpose of the loan to get money to send to 
your brother-in-law ? 

Mr. Typines. It was, sir. 

Mr. Torin. Part of this money at least was dissipated before it got 
sent to your brother-in-law ¢ 

Mr. Typinoes. That did; yes, sir. 

Mr. Torrn. How much money did you send to your brother-in-law ¢ 

Mr. Typines. As I recall it, $2,000 and $500 and then $200. 

Mr. Tosrn. Repeat that. 

Mr. Typineés. $2,000, $500, and $200. 


Mr. Toprn. $2,000, $500, and $200. 

Mr. Typrnes. Yes. 

Mr. Tostn. What was the purpose of the attempted Cohen loan? 

Mr. Typrnes. As I told you yesterday, I felt sure that that was for 
the same purpose; that I had applied for that before I got my loan 
from the bank. 

Mr. Tozin. Mr. Tydings yesterday, we had considerable testimony 
from Mr. McQuown, investigator of the Atlanta district. Among 
other things, Mr. McQuown read into the record a statement made to 
him in writing by an attorney in Atlanta by the name of J. Frank 
Kemp. Are you familiar with that statement ? 

Mr. Typings. No. 

Mr. Toxrn. The statement is dated August 4, 1948: 

To Whom It May Concern: 

Sometime during the early part of 1947, the Bank of Atlanta turned over to 
me for attention a promisory note signed by Donald 8. Tydings; J. C. Garner was 
guarantor. I negotiated a renewal of this note. The renewal note is dated 
May 1, 1947, but according to my best recollection it was dated back a few days. 
When I called on Mr. Tydings and obtained this renewal note, he stated that 
he was unable to pay the note and complained about being pressed about the 
matter. He said that he thought Mr. Garner should pay the note as he had 
helped him get his case settled. I reported this statement to Mr. Garner and 
he instructed me to sue the renewal note if it was not paid as he had not made 
any promise to Tydings. 

Later the note was sued to judgment. Mr. Garner paid the bank, but I have 
been unable to effect collection from Tydings. 

Sir, I call your attention to the fact that he said that he thought Mr. 
Garner should pay the note and that he (you) had helped him to get 
his case settled. 

Mr. Typrnes. No, sir; I never helped him to get his case settled. 
We reported our cases. to the district attorney’s office and had nothing 
to do with the settlement of them. We gave them no recommendations 
for compromise or action to be taken. 

Mr. Tosiy. Did you make this statement ? 

Mr. Typrnes. No: I did not. 

Mr. ‘Tosty. Or did you in fact help Mr. Garner? Did you do any 
favors for Mr. Garner?! 

Mr. Typtnas. No, sir. 

Mr. Tostx. Mr. McQuown’s testimony yesterday was to the effect 
he had made a case against Garner involving a violation by Mr. 
Garner of OPA regulations on the price of liquor sold; that this case 
was almost identical with a similar case which he had just completed 
against a firm known as Richmond Bros.; that the Richmond Bros. 
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case when forwarded for prosecution resulted in an imposition of 
criminal penalties against the Richmond Bros. firm ; that he submitted 
1 similar report = the Garner case to you; that he thereafter went 
on vacation and while he was on vacation you ordered the report re- 
written by another investigator who had not he ‘Iped McQuown write 
the first report and that the rewritten report omitted a number of 
overt acts committed in the middle judicial district of Georgia. When 
he came back from his vacation he asked you if he might not see the 
rewritten report or if he might not participate in the rewriting 
thereof; that you refused. 

Mr. Typines. That is not correct. 

Mr. Torin. He thereafter stated that he conferred with Mr. Cowart, 
who was the United States attorney for the middle district of Georgia, 
and with whom he had conferred before he had submitted this report 
to you, and to whom he had related these matters that were to go into 
his report and Mr. Cowart had agreed on the basis of that statement 
made to him that the case was a suitable one for prosecution and that 
he (Cowart) would be glad to prosecute it. He then testified that he 
interviewed Cowart again after the Paradise report had been pre- 
pared and submitted to Mr. Cowart. Mr. Cowart stated, according 
to Mr. McQuown, that he would not take jurisdiction now of the 
Garner case because the overt acts which Mr. McQuown related to him 
were not related in the case report and that therefore jurisdiction 
should be in the northern judicial district of Georgia to which dis- 
trict the case was sent and which district had at that time a large back- 
log of cases on the trial calendar. 

Do you have any comment to make on that testimony ¢ 

Mr. Typinos. Yes, sir; that is absolutely not so. 

Mr. Torin. Did you take Mr. McQuown off the case ? 

Mr. Trpines. No, sir; I didn’t take him off the case. 

Mr. Torin. Did you order Mr. Paradise to rewrite the report ? 

Mr. Typrnes. I didn’t reassign the case at all. If there was any 
reassigning done, it was by Mr. McPherson, my aide, and it doesn’t 
add up correctly, sir, anyway. The case report isn’t turned over to 
the district attorney’s office until after it has been written and ap- 
proved and forws arded to him by our office. 

Mr. Tony. That is right. But before he wrote the report he dis- 
cussed the content of his contemplated report with the United States 
attorney, who agreed that there was a good prosecution case. Then the 
United States attorney complained to him after he finally got the 
report in the manner he described that the final case report did not 
jibe with the oral presentation of the case which McQuown previously 
made to him. 

Mr. Typrnes. Do you have one of those mimeographed letters that 
was given yesterday in the evidence—a long list of things—I think it 
was a letter signed by Mr. Mealey ad Iressed to Mr. Woolf and it had 
reference to something I would like to refer to now. I do not have my 
copy with me. 

Mr. Torry. I am not sure I know what letter you are referring to? 

Mr. Typtnes. There was a letter addressed to Mr. Woolf yesterday 
dictated by Mr. Avis. 

Mr. Tostn. This is it. 

Mr. Typrnes. May I see it? 

Mr. Toprn. Certainly. 
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Mr. Tydings, maybe I can help you. Do you have reference to the 
statement in that memorandum to the effect that the Garner case was 
closed out on a proper basis ¢ 

Mr. Typrnes. No, sir. It said in there that at the time I made the 
loan from the bank that there was a case pending against Garner in 
Macon, Ga., the middle district of Georgia, and it gave the case 
number. 

Mr. Tosrn. Well, what was the fact? 

Mr. Typincs. Now, McQuown is saying before the case report ever 
got down there I stopped him and had turned it over to somebody 
else to write because I had gotten a loan from the bank with Garner 
guaranteeing for me. 

Mr. Torin. No; he doesn’t say that. He does say, however, that 
when the report was submitted by him that you had it rewritten by 
nother agent. He does not say that that was done at the time you 
were trying to get the loan; no. 

If that is the point you want to establish, he does not say that. 

Mr. Typrnes. It was shown in there at the time I had actually made 
this loan from the bank that there was a case pending against Garner 
in Macon, Ga. 

Mr. Tostn. That is right; in Macon, Ga. 

Now, in which judicial district is Macon? 

Mr. Trprnes. Middle. 

Mr. Tostn. That is Mr. Cowart’s office? 

Mr. Typrnes. Mr. John Cowart’s office. 

Mr. Tostn. Mr. Cowart referred the case over to the northern ju- 
dicial district of Georgia and made the statement that jurisdiction of 
the case under the basis of the overt acts related in the report was more 
properly in that district. 

In any event, you were quite right that the case did reach the United 
States attorney. It ultimately was transferred to the United States 
attorney for the northern district. 

Your testimony here is that you did not order that report to be 
rewritten ? 

Mr. Typrnes, No. 

Mr. Tosrn. And that you did not take Mr. McQuown off the case? 

Mr. Typrnes. No; I didn’t take him off the case. 

Mr. Tornrn. What did Mr. Paradise do to Mr. McQuown’s report? 

Mr. Typines. I don’t know that. 

Mr. Tosrn. You didn’t tell him to rewrite it? 

Mr. Typtnes. No. Apparently it was turned over to him for rein- 
vestigation—I don’t know. 

Mr. Tosrn. You did not, for example, instruct Mr. Paradise to 
delete any material ? 

Mr. Typincs. No. I gave Mr. Paradise no instructions on it. 

Mr. Toprn. Mr. Tydings, on December 13, 1945, a letter was sent 
to the district supervisor in Atlanta, Ga., signed by the Deputy Com- 
missioner, Mr. Herkshire. The carbon indicates that the letter was 
prepared by Mr. Lieberman, an examiner. The letter deals with the 
Garner case. It reads as follows: 


Messrs. Bentley and MacWhorter, representing James C. Garner, owner, At- 
lanta Liquor Distributing Co., Atlanta, Ga., conferred yesterday with the 
Criminal Division, Department of Justice, on behalf of Garner whose case is now 
pending indictment in the middle district of Georgia. It is understood that the 
United States attorney will present the case to a grand jury in the near future. 
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It should be stated that counsel for Garner have represented to the Depart- 
ment of Justice that their client is willing and able to testify to matters which 
will be of assistance to the Government in the prosecution of the Wathen Bros. 
Distillers case pending indictment in the western district of Kentucky. 

Inasmuch as the Wathen case is to be presented to the Federal grand jury in 
Louisville on January 7, 1946, it is desired that you contact promptly counsel for 
Garner with the request that they prepare and furnish you with a memorandum 
setting out specifically the facts to which Garner can testify in the Wathen case 
in order that it may be properly evaluated and the United States attorney con- 
cerned advised accordingly. Due to the pressure of time, a copy of the memo- 
randum submitted by counsel for Garner, with your comments thereon, should 
be furnished immediately to this office by airmail, as well as to the district 
supervisor at Louisville, Ky. 

That letter was then forwarded to you for attention in the usual 
routine, you being the enforcement officer ¢ 

Mr. Typrnos. Yes, sir. 

Mr. Tostn. Do you recall that? 

Mr. Typrn@s. No, sir. 

Mr. Torin. Go on. 

Mr. Typines. Let me say this: I think we made some 25 or 26 
black-market cases there, and out of that only 1 case was prosecuted 
locally. That was Best of Augusta. I was sent to the district attor- 
ney’s office in Savannah on either 2 or 3 occasions at the request of 
Washington to try to hold up local prosecution of the case because 
they felt that these people would be of more value to the Government 
in some of the major cases in the North, either the American Distilling 
Co. or the Wathen Bros. Distillers. 

But the judge would not permit it, and he went on and prosecuted 
that case. But that was the only one in our whole district that went 
to trial or had a criminal case made against them. The others were all 
used as Government witnesses in the major cases. At our level, we 
had nothing at all to do with it. As you notice, that case report did 
not go to the district attorney but went to Washington, because they 
were using those on the big distilleries like American Distilling Co. 

Mr. Tost. I see. 

Now, Mr. Tydings, you testified that only one of the cases in your 
district ended up with criminal prosecution ¢ 

Mr. Typings. Only one of the big black-market cases. 

Mr. Tosin. What was the name of it? 

Mr. Typrnogs. I think it was Augusta Distributing Co. 

Mr. Tosrn. What about Richmond Bros. ? 

Mr. Typinogs. I beg your pardon. 

Mr. Tosin. That was the same case ? 

Mr. Typines. I think so. Best was the man prosecuting it from 
Augusta. 

Mr. Torn. Mr. Tydings, this is a letter from the deputy commis- 
sioner instructing that counsel for Garner be contacted and that coun- 
sel for Garner be asked to furnish the Alcohol Tax Unit with a mem- 
orandum outlining the testimony that Garner might be willing to give. 
Now, the files of the Bureau of Internal Revenue disclose that instead 
of contacting counsel for Garner and getting a memorandum from 


counsel, you, instead, personally called in Mr. James Garner and took 
a sworn statement from him, in much the same fashion that we are 
now interrogating you. Do you recall that? 

Mr. Typines. That I personally took a statement from him? 





: 
$ 
2 
s 





INTERNAL REVENUE INVESTIGATION 337 


Mr. Torprn. You personally took a statement from him—asked the 
questions yourself. 

Mr. Typrnes. I probably had. 

Mr. Tostn. Mr. Tydings, I will show you a statement of James 
C. Garner and ask you if the signature on this document shown as 
Donald S. Tydings is your signature ? 

Mr. Typ1Nnoes. Well, Mr. Garner’s attorney, sir, is there—Mr. 
Bentley. 

Mr. Toxstn. I agree that Mr. Garner’s attorney is there. 

Mr. Typrnes. And a special investigator is there. 

Mr. Torny. And were you there? 

Mr. Typrnes. Yes, sir. 

Mr. Torry. And you asked the questions? 

Mr. Typrnas. Yes, sir. 

Mr. Toxstn. Do you recall the substance of that interrogation or 
would you like to read it? 

Mr. Typrnos. I would like to read it, because I don’t remember it. 

By the way you first mentioned it, I thought I had just called 
Garner up in my office with nobody present or anything else. 

Mr. Tostn. Does that testimony which you got from Mr. Garner 
on that day implicate anybody else than Garner in black-market 
violations? 

Mr. Typrinoes. I haven’t read it from that standpoint, s 

Mr. Topix. Do you want to read it again ? 

Mr. Typrnes. Yes. 

Mr. Tost. I will ask you also this question, so you can consider it 
also reading it. 

After reading that testimony, can you tell the subcommittee 
whether, in your opinion as an experienced enforcement officer in 
these cases, the testimony that you got from Garner on that day 
would be helpful to the Government in the case of the Wathen Bros. 
Distillers ? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrtn. Do you mind explaining how? 

Mr. Typines. He describes this Wathen deal. 

Mr. Tostn. Does he implicate anybody else but himself? 

Mr. Typines. Who he bought from—the State Distributing Co. 
from Atlanta. 

Mr. Tostn. Did he say that he paid overceiling price for that? 
Was this $20,000 offering for the whisky he was to receive ¢ 

Mr. Typinas. No; the $20,000 was a deposit on the invoice price. 
The offering was not paid in cash, but a check on the Atlanta Dis- 
tributing Co. made to the State Distributing Co. for $20,000 was 
given. 

Mr. Torin. That implicates whom ? 

Mr. Typinas. The State Distributing Co. 

Mr. Tostn. Which individual, in other words? 

Mr. Typinas. The check made out from the Atlanta Distributing 
Co. was made to the State Distributing Co. for $20,000. 

Mr. Tosin. Mr. Tydings, I think if you will consider the matter for 
a little while carefully you will conclude that that testimony was sub- 
stantially useless insofar as obtaining a conviction of Mr. Garner was 
concerned and that was the way it was regarded by the Bureau. 
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Mr. Typrnas. I couldn’t make him testify to anything but what he 
told. There were others there to question him. 

Mr. Tonin. Mr. Tydings, at this time, was there a policy in the 
Bureau of Internal Revenue that defendants who c ooperated would be 
given due consideration when the decision was to be made as to wheth- 
er they should be criminally prosecuted for their own offenses ? 

Mr. Typines. At our level, we had nothing to do with that. 

Mr. Tonr~. Were you aware of such a policy? 

Mr. Typines. I knew they were making Government witnesses out 
of a lot of defendants in our cases; yes, sir. 

Mr. Tortn. Wasn’t it the oe of the Department of Justice at 
that time, Mr. Tydings, that defendants, themselves being implicated, 
who gave or appeared to give cooperation to the Government a often 
themselves escaped criminal prosecution for their own acts? 

Mr. T'ypines. I don’t know what the policy was. 

Mr. Torre. Wasn’t it generally understood at that time? 

Mr. ‘TYDINGS. I am not in a position to say what the policy of the 
Department of Justice was. 

Mr. Tosrn. You would have heard of it? Even though you were 
in enforcement which resulted in your de¢ ata with the Department 
of Justice and the United States attorneys all the time? 

Mr. Typincs. Well, I know how it affects our own cases. 

Mr. Tosrn. And some of your cases have been affected by that policy; 
have they not ¢ 

Mr. Typ1nas. Some of our cases had been; yes, sir. I think it was 
at our own Bureau’s request that we not send them into the district 
attorney’s office, but send them for their perusal to see if they could be 
used in one of the major cases. 

Mr. Torry. But there was a policy known to you at that time that 
cooper: ition by defendants would be given due consideration when a 
decision to prosecute eee would be made ? 


Mr. Typrncs. We were not in a position to promise them anything. 
Mr. Torry. | realize you were not in a position to promise, but 
wasn’t that policy generally known by prosecuting authorities in the 


United States? 

Mr. Typrnes. No. 

Mr. Torsrn. Mr. Tydings, the instructions to you from Washington 
in connection with this matter were to contact Mr. Garner’s attorney 
and not to get testimony from Mr. Garner which might implicate Mr. 
Garner but to obtain a memorandum from Mr. Garner’s attorney as to 
what Mr. Garner might testify to to implicate someone else. Wasn’t 
that your instruction as received in that letter? 

Mr. Tyrprnes. Yes, sir. 

Mr. Torrn. Do you challenge it? 

Mr. Typrnas. No. 

Mr. Torry. They were the instructions contained in the letter? 

Mr. Typrnas. Yes, sir. 

Mr. Torry. You departed from those instructions, didn’t you? 

Mr. Typrnas. I did. 

Mr. Torin. Instead of contacting the lawyer, you got the de- 
fendant himself? Instead of getting a memorandum by his attorney, 
you got a sworn statement from the defendant; is that right? 

Mr. Tyvrnes. I don’t remember the details of that, sir. 

Mr. Tosrn. Is that what you just saw? 
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Mr. Tyrprncs. But I called on his attorney and he brought his 
man in with him, but I had no way of stopping him. 

Mr. Torin. You didn’t call on the attorney to furnish you with 
a memorandum ¢ 

Mr. Typrnas. If I was instructed to, I would. 

Mr. Torry. But instead of producing a memorandum, they pro 
duce their client? 

Mr. Typrnes. They produced the client. 

Mr. Tosrn. Much to your surpr ise. 

Mr. Typrncs. I don’t recall whether it was to my surprise or not 
I don’t see what the significance is. 

Mr. Torry. This is the significance of it, Mr. T'ydings. On March 
5, 1947, Mr. Tydings, the then head of the Criminal Division of 
the Department of Justice, Mr. Caudle, wrote a letter to the United 
States attorney at Macon, Ga., concerning the Garner case and con- 
cerning an offer of compromise of $3,000 admitted by Mr. Garner. 
The letter states: 

As you were previously advised, this is not the type of case in which an 
administrative settlement is favorable. (In other words, this is not the type 
of case in which the Department of Justice is inclined to accept offers of com- 
promise.) However, in view of the peculiar circumstances involved, particu- 
larly the tentative understanding had in respect to the assistance rendered to 
the Government by James C. Garner in an important case, the offer was ac 
cepted as of February 27, 1947. 

Wasn’t the tentative understanding which Mr. Caudle referred te 
in his letter the understanding that was arrived at at the time of his 
interview with you? 

Mr. Typrnes. I gave him no understanding. I was just following 
instructions to send on to the Bureau to let them determine whethe1 
it was of any value or not. I passed no judgment on it. 

Mr. Toxsrn. In fact, did Mr. Garner give any testimony that was 
useful in the Wathen case? 

Mr. Typrnos. I don’t know. 

Mr. Toztn. But the basis on which this settlement was made, which 
appears in this letter, was that Mr. Garner was to give testimony 
valuable to the Government ? 

Mr. Typ1nes. That was the purpose of the statement I was supposed 
to get. I don’t know whether he testified or not. 

Mr. Torin. The only time, Mr. Tydings, that Mr. Garner had an 
( pportunity to give such information to the executive branch of the 
Government was when he talked to you in this sworn statement here ? 

Mr. Typinos. Yes, sir. 

Mr. Tostn. Now, it appears to be the only time when tentative un 
derstanding could be arrived at. Is it your testimony that no such 
understanding was arrived at? 

Mr. Typrnes. No understanding at all. We have no authority to 
compromise a man’s immunity and never have done it. 

Mr. Torn. I realize you have no authority. Could you not have 
created a set of circumstances under which Mr. Garner could have 
reached an understanding and under the policy then in effect would 
not such a set of circumstances result in the closing of a case like this 
without going to prosecution ? 

Mr. Typr1nos. No, sir. We do not close our cases without prosecu- 
tion just on our own say-so. 

Mr. Torr. I didn’t say that. The closing of the case was done in 
this case not by the Alcohol Tax Unit but by the Criminal Division of 
the Department of Justice, but it was done on the basis of a tentative 
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understanding had with Mr. Garner. Do you have any knowledge of 
how this tentative understanding was arrived at? 

Mr. Typrnes. No, sir. 

Mr. Tosry. In any event, it was not arrived at with you? 

Mr. Typrnes. Our case was laying at the district office in Macon and 
this letter was in there instructing me what to do. I took the state- 
ment and sent it in. From there on, I had nothing at all to do with it. 

Mr. Tontn. Although taking the statement did not correspond with 
the instructions given to you by your superiors in Washington ? 

Mr. Typ1nes. I think they did. 

Mr. Tosry. The instructions that appear on the record, Mr. Tydings, 
were to the effect that you contact the attorneys. 

Mr. Tyvrnos. I did. 

Mr. Tosrn. And obtain from them a memorandum, not from Mr. 
Garner, but from these attorneys, but he had come up there and 
brought his attorneys up with him. And he testified. 

Mr. Typrnes. Yes, sir. I don’t know whether his attorney could 
have given any details of any of those transactions. 

Mr. Torry. Therefore, the case was settled on the basis of a tenta- 
tive understanding arrived at by the defendant, Mr. Garner, and some 
persons unknown to you? Mr. Garner would furnish this testimony 
which didn’t turn out to be very much. 

Mr. Typrnes. There was no understanding like that. There was an 
understanding between Garner’s attorney and the person who wrote 
to me to get the statement from him. 

Mr. Tosrn. But you participated in no understanding ? 

Mr. Typryes. No; none at all. Doesn’t your letter say that 
Garner’s attorney had been in Washington to talk to me and that we 
got a letter down there instructing us what to do? 

Mr. Torry. Yes. 

Did you do what you were instructed to do? 

Mr. Typres. I did. 

Mr. Topix. You did? 

Mr. Typrnos. Yes, sir. 

There is no doubt that when the man came in I told him what my 
instructions called for. 

Mr. Tosrn. And they then produced something else? 

Mr. Tyvines. And they produced something else. 

Mr. Torin. Which you accepted ? 

Mr. Typrnas. That was the only thing I could get from them. 

Mr. Tosrn. They refused to supply you the memorandum you were 
directed to get. 

Mr. Types. I don’t know whether he refused or not, but that is 
the form of the information the ‘y gave itto mein. You see, I had no 
record of any of those questions to be asked of the man. 

Mr. Byrnes. Did you make any distinction between a memorandum 
and an oral interrogation ? 

Mr. Tyvrnos. No, sir. 

Mr. Byrnes. No distinction whatever between a memorandum to be 
furnished by an attorney and an interrogation? 

Mr. Typrnes. I see what you mean. 

Mr. Byrnes. And interrogation of the defendant himself? 

Mr. Typrnas. Yes, sir; there is a difference. 
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Mr. Byrnes. The implications of such an interrogation are different 
from the implications of a memorandum, aren’t they ¢ 

Mr. Typines. Yes, sir. I don’t remember the details on this, but the 
attorney apparently took this idea of waiting to furnish the informa- 
tion instead of giving a memorandum as had been requested. 

Mr. Byrnes. Did the attorney do any questioning of the defendant 
here ? 

Mr. Typrnes. There was conversation back and forth. 

Mr. Byrnes. I mean, for the record ¢ 

Mr. Typr1nes. For the record ? 

Mr. Byrnes. Yes. 

Mr. Typrnes. No; he was present there the same as this other special 
mvestigator. 

Mr. Torry. I have two a Mr. Tydings. Could this change 
in the instructions given you by the Bureau have been the matter 
referred to in Mr. Kemp’s statement when you are quoted as having 
said you have done enough for Mr. Garner—Mr. Kemp’s statement 
to the effect you told him you shouldn’t have paid the loan back to 
Mr. Garner? 

Mr. Typrnes. I didn’t tell Mr. Kemp any such thing. I didn’t do 
one single thing to help Garner in his case. 

Mr. Tosrn. This could be that? 

Mr. Typrnas. No. 

Mr. Tosrn I would like to read from a Department of Justice 
memorandum on this case concerning the disposition of your offer and 
compromise. You will recall that the tentative understanding was 
if Garner gave information of value to the Government that consider- 
ation be given to closing of his case. That appears in the Department 
of Justice files. 

This is a memorandum dated January 13, 1947, to Mr. M. D. Kiefer, 
Department of Justice, from one Charles G. Mulligan, presumably 
also of the Government, concerning the Garner case. | Reading :] 


After noting the offer of compromise of $3,000 had been pending fi some 
time—the offer of the memorandum as I understand it—Garner te anor d before 
the grand jury in Louisville and, while his testimony was of little value to the 
Government, the fact that he testified was influential in causing D ivid N. Meyer 
to give valuable testimony before the same grand jury. We had a tentative 


understanding that, if Garner’s cooperation was of value, this compromise offer 


would be accepted. No indictment or information is pending, and the question 


is whether or not action should be brought against him. 

You have no part in this tentative understanding? 

Mr. Typtnes. No part in the world. He said “We.” He said in 
the letter “we had an understanding”, not from our level. 

Mr. Torin. You had no part in the creation ? 

Mr. Typines. No. If the statement which I took and sent on had 
no value, they wouldn’t have used him as a witness. They would have 
turned it back then. 

Mr. Tosrn. Somehow, Mr. Tydings, a tentative understanding was 
created that if Mr. Garner gave testimony of value to the Government 
in the Wathen case, that he would not be prosecuted. An attempt was 
made by the Bureau to make sure they knew what they were going 
to get from Mr. Garner before they brought him over. Now, on that, 
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you were instructed to find out from Mr. Garner’s attorney what they 
would be willing to have Mr. Garner say ¢ 

Mr. Typinos. Yes. 

Mr. ‘Tosrn. Instead of doing that, you produced Mr. Garner and 
got sworn testimony from him which you transmitted to the Bureau ¢ 

Mr. Typines. Yes. They didn’t send that back to me and didn’t 
tell me that wasn’t the information they wanted. 

Mr. Tosrn. The Bureau didn’t do a lot of things during that period. 

On the basis of that sworn statement that you got from Mr. Gar- 
ner and on the basis of Garner’s appearance before a Louisville grand 
jury in which he gave testimony of no value to the Government in 
connection with this case, his own criminal case was closed out. I 
asked if you had any part in the creation of that tentative understand- 
ing whereby he escaped criminal prosecution ¢ 

Mr. Typines. Absolutely not. It was out of my hands entirely. 

Mr. Tosin. That is all. 

Chairman Kran. Mr. Tydings, will you come back at 10 o’clock 
tomorrow morning ? 

Mr. Typrnes. Yes, sir. 

Chairman Kean. The committee will stand adjourned until 10 
o'clock tomorrow morning, when Mr. Tydings will return to the stand. 

(Whereupon, the hearing in the above matter was adjourned at 4: 15 
p. m. Tuesday, March 3, 1953, to reconvene at 10 a. m. Wednesday, 
March 4, 1953.) 











INTERNAL REVENUE INVESTIGATION 





WEDNESDAY, MARCH 4, 1953 


Housr oF REPRESENTATIVES, SUBCOMMITTEE 
ON ADMINISTRATION OF THE INTERNAL REVENUE Laws, 
OF THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Of- 
fice Building, the Honorable Robert W. Kean (chairman of the sub- 
committee ) ‘presiding. 

Present: Representatives Kean, Martin, Byrnes, Sadlak, O’Brien, 
and Boggs. 

Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel, and Arthur J. Schissel, attorney. 

Chairman Kran. The committee will come to order. 

Mr. Tydings, will you come forward ? 


TESTIMONY OF DONALD S. TYDINGS, SOUTHPORT, N. C.—Resumed 


Mr. Tostn. Mr. Tydings, you have previously testified that the only 
time you ever asked Senator Tydings to assist you in your career w ith 
the Bureau of Internal Revenue was when you were attempting to 
become district supervisor in Atlanta 

Is that testimony correct ¢ 

Mr. Typrnes. I think—my impression is 

Mr. Tosrn. Mr. Tydings, I will read what you said. You stated 
with reference to your efforts to become district supervisor at Atlanta: 





I told him— 
meaning the Senator— 


that I had made known that I would like to have the position down there and 
that this other man had shown up on the scene and I would like for him to 
find out just where I stood. 


And I asked you: 


That was the first time that you had ever asked Senator Tydings to help you 
in your career? 


And your reply was: 


Yes, sir. I was in Atlanta 6 months before he knew I was down there. I was 
in Charleston, W. Va., investigator in charge, in 1937, for over a year before 
he knew I was there. 


Then I asked you: 
And you had never asked him before this time to help you? 
And your reply was: 


No; not to my knowledge. 








344 INTERNAL REVENUE INVESTIGATION 


Mr. Typ1ncs. That was to help me toward my promotion. 

Mr. Tosrn. That is right. 

Mr. Typrnes. Yes, sir. 

Mr. Torin. So that prior to your seeking the post of district super- 
visor in Atlanta you had never asked Senator Tydings to help you get 
a promotion { 

Mr. Typrne@s. No, sir. 

Mr. Tostn. Had you ever asked Senator Tydings to help you get 
a transfer? 

Mr. Typrncs. The only transfer I have ever asked for was one that 
I requested myself from Baltimore to Wilmington, N. C., and I don’t 
recall ever asking the Senator for any help. 

Mr. Tonry. You never asked Senator Tydings to help you 
transfer ? 

Mr. Typrnes. Not to my knowledge. 

Mr. Tostn. Have you ever asked Senator Tydings to help you and 
prevent you from being transferred? 

Mr. Typrnas. Yes, sir. 

Mr. Tostn. And that was on the occasion when it was proposed to 
transfer you to New Orleans? 

Mr. 'Typines. If you mean recent, I asked him to see that I got an 
opportunity to present my side of it to prevent the transfer. 

Mr. Toptn. Was there any other instance when the Bureau peagoget 
to transfer you and you asked the Senator to block the transfer or to 
help you in presenting your side before the transfer was madet 

Mr. Typrves. I don’t know of any time. 

Mr. Tosry. Did you ever ask Senator Tydings to help you get 
raise in pay? 

Mr. Typines. Never. 

Mr. Torin. Mr. Tydings, you have testified that on several occasions 
you have been the subject of investigation by the Bureau of Internal 
Revenue and tliat all of these investigations have ended up in your 
exoneration. 

Have you ever asked assistance from Senator Tydings in connection 
with any of these investigations? 

Typrnas. Only to see that I had a chance to present my side of 
Gidea that was all. 

Mr. Torin. When did you ask him to see that you had a chance to 
present your side? 

Mr. Typtnes. I don’t know just when. 

Mr. Tosrx. Was there any occasion when you asked him to help you 
present your side other than in 1949 when it was proposed to transfer 
you to New Orleans? 

Mr. Typtnes. I am not sure. 

Mr. Torry. In any event, Mr. 'Tydings, you are quite clear that 
Senator Tydings has not been active in assisting you with your career 
in the Bureau of Internal Revenue; is that right? 

Mr. Typrnes. He has never contributed or ever been called upon to 
contribute anything toward my promotions in salary or in position, 
sir. 

Mr. Torry. And your series of promotions and grade raises in the 
Bureau of Internal Revenue are due solely to your own record and 
not to the assistance of Senator Tydings? 

Mr. Typines. That is my understanding of it; yes, sir. 


get a 
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Mr. Tostn. And Senator Tydings never saved you from disciplinary 
action ? 

Mr. Tynrnes. I don’t know whether he has or not, sir. 

Mr. Tosrn. Did you ever ask him to save you from disciplinary 
action ? 

Mr. Typrnes. No, sir. 

Mr. Torry. Did you ever tell him that you were to be the subject of 
disciplinary action $ 

Mr. Typ1ncs. No, sir. I never had been notified myself to that effect. 

Mr. Torstn. You never have? 

Mr. Typrnes. Never have, excepting I interpreted the transfer to 
New Orleans as disciplinary action. 

Mr. Tosry. Mr. Tydings, on December 3, 1935, the then Deputy 
Commissioner in charge of the Alcohol Tax Unit, Mr. Stewart Berk- 
shire, wrote a letter to Senator Tydings which I would like to read 
to you. 

Mr. Chairman, I have here a letter dated December 3, 1935, from 
Stewart Berkshire, then in charge of the Alcohol Tax Unit, to Senator 
Tydings. Could that letter be made a part of the record at this 
time? 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows:) 

DECEMBER 3, 1935. 
Hon. MILrtarp E. TyDINGs, 
United States Senate. 

My Drak SENATOR: Since receipt of your communication of November 18, 19385, 
relative to Investigator Donald S. Tydings, the Unit’s group head at Norfolk, 
Va., I have carefully gone into the situation that has developed there as the out- 
growth of an investigation of a large liquor syndicate by special investigators. 

I find that while Investigator Tydings’ enforcement record in Norfolk is excel- 
lent, recently he has failed to cooperate with special investigators working in that 
area and they with him; and that as the result thereof extreme personal dif- 
ferences have developed, to the end that all concerned are working at cross- 
purposes, to the embarrassment of the service and the detriment of the work 
of the Unit in this area. I have, therefore, after conference with Colonel 
Porter and the assistant supervisor, enforcement, in Baltimore, directed that 
Investigator Tydings and the group working with him at Norfolk, as well as the 
special investigators working in that area, be replaced with new personnel. 

It is my understanding that Colonel Porter intends to utilize Investigator 
Tydings as a group head at some other point in his district. 

Sincerely yours, 
STEWART BERKSHIRE, 
Deputy Commissioner. 
~- 

Mr. Tortn. Do you recall that letter? 

Mr. Typtnes. Yes, sir. 

Mr. Tostn. The letter states, does it not, that while your enforce- 
ment record in Norfolk, where you were then stationed, was excellent ; 
that you had failed to cooperate with special investigators working in 
the area and they with you and that as a result of this failure of coop- 
eration: 
extreme personal differences have developed, to the end that all concerned are 


working at cross-purposes, to the embarrassment of the service and the detri- 
ment of the work of the Unit in this area. 


Mr. Berkshire then goes on to say that he directed that you and the 
investigators working under you out of Norfolk be replaced with new 
personnel, and then advises the Senator that you were to be utilized 
as a group head at some other point. 
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This letter to the Senator from Mr. Berkshire is in reply to a letter 
addressed to him by Senator Tydings. What is this letter about, do 
you know, Mr. Tydings? 

Mr. Typrnes. Yes, sir; what he speaks of there. There was trouble 
in Norfolk and as a result everybody was moved out, every man in 
Norfolk. 

Mr. Torry. How did Senator Tydings come to learn of this trouble? 

Mr. Typrnos. I got in touch with him 

Mr. Tosrns. You got in touch with him ? 

Mr. Typinos. When it was going on; yes. 

Mr. Tortn. What was the nature of this trouble that you were in 
in Norfolk? 

Mr. Typrnes. Every man that I would arrest and put in jail, two 
investigators would go to him and say, “If you give us a sté utement 
that you have been paying Tydings we will cet. you a probation.” 

The man would say, “I haven’t been paying Tydings.’ 

They would say, “That isn’t what I asked you. Give us a statement 
and we will see that you get probation.” 

I stood that for about 6 months. 

Mr. Tostn. Then you asked Senator Tydings to help you? 

Mr. Typines. To intervene. 

Mr. Torry. I thought you told us that the only time you asked 
Senator Tydings to intervene was W Sos you sought to become district 
supervisor in Atlanta? 

Mr. Typtneés. No, oe I did not, sir. I said that was the only time 
I ever asked Senator Tydings for assistance when I sought a promo- 
tion, the case at Atlanta. 

Mr. Torry. I also asked you this morning, Mr. Tydings, if you had 
ever asked the Senator to help you in connection with an investigation: 
being made of you, and I asked you whether you ever asked the Senator 
to he ‘Ip you from being disc iplined, and I asked you whether you ever 
asked the Senator to help you from being transferred, and your answer 
was “No” to each of those. 

Mr. Typrnes. That was before the investigation was made. It was 
what caused the investigation to be made, and I didn’t call on him to 
prevent any investigation or to soften anything that the investigation 
determined. 

Mr. Tortn. What did you call on the Senator to do, then? 

Mr. Typrnes. To see if I couldn’t get some kind of relief from what 
was going on there. 

Mr. Tortn. Have you ever asked the Senator to see that you got 
some kind of relief in any other situation ¢ 

Mr. Typrnes. No; not that I know of. 

Mr. Torry. So that you have now asked Senator Tydings to help 
you get some kind of relief—— 

Mr. Typrnes. I said I called on Senator Tydings from down in 
Norfolk after this had happened. I wrote in to the Bureau and the 
district supervisor of the Alcohol Tax Unit, and the Deputy Com- 
missioner, and I think Mr. Avis came down to Norfolk and the special 
investigators were called in, and it was supposed to have been smoothed 
over then, that they were to stop those kind of tactics, leave me alone, 
and things got back in the same rut again and I called on the Senator 
to see if he could help me. 


Mr. Torry. Mr. Tydings, Mr. Bershire’s letter states: 
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I have, therefore, after conference with Colonel Porter and the assistant 
supervisor, enforcement, in Baltimore, directed that Investigator Tydings and 
the group working with him at Norfolk, as well as the special investigators 
working in that area, be replaced with new personnel. 

Mr. Typines. That is right. 

Mr. Tosrn. Isn't that the transfer? 

Mr. Typines. Yes, sir. 

Mr. Torrn. You did not ask the Senator to prevent that as far as 
you are concerned ¢ 

Mr. Typrnes. No, sir 

Mr. Topin. And the only thing you asked the Senator to do was to 
get you some kind of relief? 

Mr. TYDINGs. From the tacties that were being used. 

Mr. Topix. And that is different from the series of questions that 
have been asked you as to when, if ever, you asked Senator Tydings 
for his help? 

Mr. Tyvines. I can’t hear you. 

Mr. Torrn. Is there any other time in the course of your career, 
Mr. Tydings, when you called on the Senator for anything in connec- 
tion with your Bureau career ? 

Mr. Typrnos. I do not know. 

Mr. Tostn. Do you deny that at any other time in your career-—— 

Mr. Typines. No, I don’t deny. I don’t know every single instance 
T have gotten in touch with him. 

Mr. 'Tosrn. But you have never asked him to get you a transfer? 

Mr. Typinas. No, sir. 

Mr. Torin. You have never asked him to get you a promotion ? 

Mr. Typrnas. No, sir; only the—— 

Mr. Torrn. Except in Atlanta ? 

Mr. Typrnogs. In Atlanta. 

Mr. Tornrn. You have never asked him to prevent your being trans- 
ferred except to New Orleans ? 

Mr. Typ1nos. I don’t think so. 

Mr. Tosrn. And now from Norfolk? 

Mr. Typines. I don’t think so. 

Mr. Tosin. You have never asked Senator Tydings for any other 
kind of relief so far as you know except for these situations you 
have described ? 

Mr. Typr1nes. That’s all I know of, sir. 

Mr. Tosin. Senator Tydings came to write Mr. Bershire because of 
this call you made on the Senator in 1935; is that right ? 

Mr. Typrnes. I presume so. 

Mr. Topin. In 1935, then, Mr. Tydings, you were having difficulties 
with your fellow employees in Norfolk, were you not ¢ 

Mr. Typinas. Some of them. 

Mr. Tosrn. And of the same nature as your difficulties with em 
ployees in Atlanta much more recently ¢ 

Mr. Typrnos. No, sir. 

Mr. Torin. You testified that your subordinates in Norfolk were 
attempting to extract false claims of bribes paid to you. 

Mr. Typrnes. I did not. 

Mr. Tosrn. You did not? 

Mr. Typines. I did not; I said the special investigators. They were 
not my subordinates. 
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Mr. Torry. In that case the special investigators working in Norfolk, 
because they disliked you, were trying to build a false case against 
you; is that right? 

Mr. Typvrnes. I don’t know whether that was the purpose, or not; 
whether they disliked me or liked me. 

Mr. Torin. But, in any event, they were asking for false testimony 
of bribes paid to you; is that correct ? 

Mr. Typines. Yes, sir. 

Mr. ‘Torrx. And in Atlanta, people were similarly conspiring 
against you; is that right ? 

Mr. Typrnes. What they did wasn’t to my favor, I'll say that. 

Mr. Torry. People in the office were collecting derogatory informa- 
tion about you and sending it on to Washington ? 

Mr. Typrnos. Yes, sir. 

Mr. Tosrn. And that was the cause of your trouble there? 

Mr. Typines. Caused some of it; yes. 

Mr. Torstn. And the reason why you had trouble in Atlanta mainly 
was that you were sent down there to stop the drinking among the 
employees and you did so, and made enemies that way ? 

Mr. Typines. That wasn’t the main reason I was sent down, sir. 
I had been a good producer and I did not drink and they had trouble 
with drinking down there and the production was down, and I was 
sent down, both to clean it up from the standpoint of the drinking on 
the job, and also to bring up production. . 

Mr. Tostn. Mr. Tydings, in connection with this Norfolk investi- 
gation made of you and some other ATU persona, a memorandum 
dated February 18, 1937, was sent by Mr. Elmer L. Irey, then Chief 
of the Intelligence Unit, to Mr. William H. McReynolds, who was 
then Administrative Assistant to the Secretary of the Treasury, con- 
cerning you. 

The memorandum states, in part: 

An investigation of the alleged acceptance of bribes by Investigator Tydings, 
while he was in charge of the Alcohol Tax Unit enforcement work at Norfolk, 
Va., developed evidence concerning four specific instances. The evidence in 
each case is conflicting and the conclusion was reached that the character of 
the witnesses was such that their testimony could not be relied upon to the 
extent of taking disciplinary action. It was, however, recommended that In- 
vestigator Tydings, and other employees involved, should not be reassigned to 
duty in the Norfolk district, due to the unfavorable circumstances reflecting 
upon their character which affected their value as enforcement officials in ‘that 
section, 

The witnesses against Investigator Tydings were men engaged in the illicit 
manufacture and sale of alcohol, some of whom had been convicted and sen- 
tenced to prison terms. While the quality of the evidence is not good, it never- 
theless is cumulative, which lends credence to the fact that an unsatisfactory 
general situation existed in the Norfolk district while Investigator Tydings 
was in charge there. 

The memorandum then goes on to discuss the specific evidence 
against you in each instance, in each of these four cases, pointing 
out the strength and weaknesses in each case, and then Mr. Lrey noted 
in the last paragraph of the memorandum : , 


Attention is invited to the fact that evidence was disclosed during the in- 
vestigation indicating that Mr. Tydings had not filed proper income-tax returns, 
and it is proposed to inquire further into this matter in connection with the 
general investigation of tax questionnaires submitted by Treasury Department 
employees, which will be shortly after March 15, 1937. 
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The investigation also disclosed that there was considerable contention and 
ill will between the special investigators and the investigators within the Nor- 
folk district at that time, also, that this situation had embarrassed and an- 
noyed the United States attorney’s office not only in the prosecution of cases, 
but due to unfavorable publicity the employees had received reflecting upon 
their integrity. At that time the entire investigative personnel of the Nor- 
folk, Va., district was transferred, and it was because of this general situation 
that it was recommended Investigator Tydings should not be reassigned in that 
district. 


Mr. Chairman, could this memorandum from Mr. Irey to Mr. 
McReynolds be put into the record ? 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to is as follows :) 


TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE 
Washington, February 18, 1987. 
SI-6448-CA 
CEM/eem 


Memorandum for Mr. Wm. H. McReynolds. 
In re Donald 8S. Tydings, Investigator, Alcohol Tax Unit, Baltimore, Md. 


An investigation of the alleged acceptance of bribes by Investigator Tydings, 
while he was in charge of the Alcohol Tax Unit enforcement work at Norfolk, Va., 
developed evidence concerning four specific instances. ‘The evidence in each case 
is conflicting and the conclusion was reached that the character of the witnesses 
was such that their testimony could not be relied upon to the extent of taking 
disciplinary action. It was, however, recommended that Investigator Tydings, 
and other employees involved, should not be reassigned to duty in the Norfolk 
district, due to the unfavorable circumstances reflecting upon their character 
which affected their value as enforcement officials in that section. 

The witnesses against Investigator Tydings were men engaged in the illicit 
manufacture and sale of alcohol, some of whom had been convicted and sen- 
tenced to prison terms. While the quality of the evidence is not good it never- 
theless is cumulative, which lends credence to the fact that an unsatisfactory gen- 
eral situation existed in the Norfolk district while Investigator Tydings was in 
charge there. 

The specific instances of the alleged acceptance of bribes by Investigator Ty- 
dings relate to the Woodrow Warren, “Punk” Harris, Paul Watkins, and Paul 
E. Carlton cases. All have been illicit liquor dealers in the Norfolk district, and 
Messrs. Warren, Harris, and Carlton were serving jail sentences at the time of 
the investigation. Watkins was a fugitive from justice at that time. 

Warren claims that he paid Tydings $35 weekly during the spring of 1935, 
or a total of about $450, to protect his stills, also that Tydings was paid a $300 
bribe at Elizabeth City, N. C., during 1935 to recommend the reduction of a sen- 
tence imposed upon a still operator who had been sentenced to 18 months in the 
penitentiary. Investigation of an independent nature to determine the facts as 
to Mr. Warren's allegations developed that those persons referred to by him as 
having knowledge either denied that they had any information of wrongdoing 
on the part of Tydings, or offered evidence indicating that Warren had requested 
testimony to be furnished to support ‘his story. 

“Punk” Harris’ affidavit states that he paid $50 a week to Tydings from the 
latter part of 1934 until April 15, 1985, to protect his still from seizure, and that 
the arrangements, also the payments, were made in.the presence of his partner, 
R. G. Flippen. Flippen on the contrary states in his affidavit that no protection 
was paid by them to any Federal officers, which was the reason their still was 
seized, and that the telephone calls from Harris to Tydings’ residence were for 
the purpose of giving Tydings information concerning other stills in order te 
keep him away from the one they were operating. 

The information concerning the alleged payment of bribes to Tydings by Paul 
Watkins, a fugitive from justice, is hearsay and consists of testimony of one 
Otis Stone who claims Watkins told him that protection expense of $25 to $35 
per week was being paid to Tydings and deducted one-half of this expense in 
settlements with Stone. 

The testimony of Carlton that $20 per week was paid to “Bum” Cartwright for 
protection payments to Tydings is likewise hearsay, except for one instance 
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when he caims he met Investigator Tydings with Cartwright, at which time 
Tydings told them that “everything was all right and for us to continue working 
the still.” Cartwright was under indictment at the time of his investigation and 
not interviewed, but Lonnie Dale, who farms on Cartwright’s land under a share 
arrangement, expressed considerable feeling toward Carlton, stating that Carl- 
ton and Otis Stone had moved to that section from Alabama and had caused 
a great deal of trouble by charging others unscrupuously for offenses for which 
they were not liable. 

Information of a confidential nature received from Mrs. Harry Short, who was 
at that time separated from her husband, was, in substance, that her husband 
has been aetive in the illicit alcohol business for years in the Norfolk district, 
and that she had overheard her husband state to one of his associates in the 
alcohol business that Tydings was “all right” but that he spoke violently of the 
persistent enforcement activities of Investigator Marion King. 

In view of the conflicting testimony of the witnesses concerning the alleged 
payment of bribes to Tydings, general inquiry was made and it was disclosed 
that he lived within his income, also that his expenses were consistent except 
as to one item which related to the purchase of jewelry in the total amount of 
$886 during the period that he was employed at Norfolk, Va. The largest item 
in this purchase was a lady’s diamond ring for $525. It was learned that he 
was divorced from his former wife December 14, 1935, indicating that the ring was 
evidently purchased in contemplation of a second marriage. 

Attention is invited to the fact that evidence was disclosed during the investi- 
gation indicating that Mr. Tydings had not filed proper income-tax returns, and 
it is proposed to inquire further into this matter in connection with the general 
investigation of tax questionnaires submitted by Treasury Department employees, 
which will be shortly after March 15, 1937. The investigation also disclosed that 
there was considerable contention and ill will between the special investigators 
and the investigators within the Norfolk district at that time, also, that this 
situation had embarrassed and annoyed the United States attorney’s office not 
only in the prosecution of cases, but due to unfavorable publicity the employees 
had received reflecting upon their integrity. At that time the entire investigative 
personnel of the Norfolk, Va., district was transferred, and it was because of this 
general situation that it was recommended Investigator Tydings should not be 
reassigned in that district. 

(Signed) Emer L. Irey, 
Chief, Intelligence Unit. 


Mr. Tostn. What was the nature of the evidence indicating that 
you had not filed a proper income tax return # 

Mr. Typinos. That’s the first I ever heard of that, sir, and to my 
knowledge I have never been called upon to file any supplemental 
return or to make any explanation of it, sir. 

Mr. Torry. Until last fall? 

Mr. Typrnes. That was not in 1937. 

Mr. Torry. But it was in connection with income tax returns? 

Mr. Typrinos. Yes, sir. 

Mr. Tosrn. In any event, this proposed investigation mentioned by 
Mr. Irey never took place, so far as you know? 

Mr. Typrneos. Sir? 

Mr. Torry. In any event, this investigation of your income tax re- 
turns back in 1937 never took place? 

Mr. Typrnas. No, I don’t say that, but I had no knowledge of it. 

Chairman Kean. As far as you know, it did not? 

Mr. Typrnos. As far as I know. 

Mr. Tosrn. Nobody ever asked you? 

Mr. Typincs. To my best recollection, nobody ever asked me about 
it. 

Mr. Tostn. This is the first time to your knowledge that anybody 
has ever questioned your income tax returns back in 1937? 

Mr. Typrnes. Way back there; yes, sir. 
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Mr. Torin. I ask you again, Mr. Tydings: Did the Senator try to 
help you to avoid this transfer from Norfolk ¢ 

Mr. Typrnes. I don’t know whether he did or he didn’t. 

Mr, Tosrn. Did you ask him to? 

Mr. Typrnas. No, sir; not that I know of. 

Mr. Tosrn. Did you ever ask the Senator to help you get trans- 
ferred back to Norfolk? 

Mr. Typines. As unpleasant as it was there, I don’t think I did. 

Mr. Tosrn. You don’t think so? 

Mr. Tydings, on December 19, 1935, Senator Tydings addressed 
another letter to Mr. Berkshire: 

Following up my recent conversation with you regarding Mr. Donald Tydings 
J] am enclosing herewith, for your personal attention, letters from— 

Mr. Charles Carmine, sheriff, Pasquotank County, N. C.- 
and from a number of other law enforcement officials, including the 
chairman of the ene ‘ity Police Commission, an attorney of 
Elizabeth City, N. C., the chief of police in Elizabeth City, another at- 
torney from Klizabeth City, and the assistant United States attorney 
at Wilmington, N. C. 

Who solicited these letters of commendation for you ? 

Mr. Typrnes. I did not. 

Mr. Tonrn. How did they come to your cousin, Senator Tydings? 

Mr. Typrnes. You mean by mail? 

Mr. Tosrn. Did all these people just write to the Senator of their 
own volition ? 

Mr. Typines. We have that every time we transfer a man. 

Mr. Torry. You did not ask 

Mr. Typrnoas. I didn’t solicit a single one. 

Mr. Tosrn. Why did these people send the letters to your cousin 
and not to you. 

Mr. Typines. I don’t know. 

Mr. Tosrn. Your cousin did not ask for these letters? 

Mr. Typrines. I don’t know. I am sure he doesn’t know these 
people. 

Mr. Tosrn. You did not ask them? 

Mr. Types. I did not ask them. 

Mr. Tosin. Who would have suggested to these officials that they 
send commendatory letters about you to Senator Tydings? 

Mr. Typrnes. I don’t know who would. 

Mr. Tostn. Wouldn’t such letters normally go either to you or direct 
to the Bureau? 

Mr. Typrnes. I don’t know their—I have no control over what 
those people did, or how they did it. 

Mr. Tozin. Why would they write Senator Tydings? 

Mr. Typrnes. I do not know. I don’t know why ‘they wrote him. 

Mr. Tosin. It would not be necessary to write Senator Tydings and 
tell him about your good work, would it? He already was convinced 
you were doing good work there. 

Mr. Typines. I don’t know whether he was or not. 

Mr. Tosrn. The purpose of these letters, Mr. Tydings, is not to 
make an impression on your cousin, but to make an impression on the 
Bureau; isn’t that so 

Mr. Typines. I would think so; yes, sir. 
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Mr. Tostn. Why would they go to Senator Tydings, then? 

Mr. Typrnes. I don’t know. I didn’t ask them to,do it. 

Mr. Tosrn. You did not ask them? 

Mr. Typines. I didn’t solicit a one of those. If I had solicited, 
I would have sent them to the Bureau. 

Mr. Tosrn. And you did not solicit these? 

Mr. Typines. No. I was gone from there then and, as I say, 
as unpleasant as it was, I was not anxious to go back. 

Mr. Torry. Mr. Tydings, on January 16, 1936, Senator Tydings 
wrote once more to Mr. Berkshire enclosing another testimonial letter 
regarding you from the sheriff of Norfolk County, Portsmouth, Va. 

Mr. Chairman, may this letter be made a part of the record ? 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to is as follows :) 


UnitTep STAtTes SENATE, 


January 16, 1936. 
Mr. STEWART BERKSHIRE, 


Deputy Commissioner, Alcohol Tar Unit, 
Washington, D. C. 


Deak MR. BERKSHIRE: Following up my letter to you of December 19 with 
which I forwarded to you a number of letters with regard to Mr. Donald Tydings, 


I now enclose herewith another from Mr. A. A. Wendel, sheriff of Norfolk County, 
Portsmouth, Va. 


I shall appreciate it if you will make this letter a part of Mr. Tydings’ official 
file. 


With best wishes, I am 
Sincerely yours, 
(Signed) M. E. Typrnas. 

Mr. Tostn. Did you solicit that letter? 

Mr. Typrn¢s. I did not. 

Mr. Tosin. Why would Mr. Wendel, the sheriff of Norfolk County, 
write Senator Tydings concerning you 

Mr. Typin¢s. I don’t know. 

Mr. Tosrn. And your performance as an employee of the Bureau? 

Mr. Typrnes. I had worked with him. 

Mr. Torry. So he would write Senator Tydings of Maryland about 
this? 

Mr. Typrnos. I don’t know why he did it. 

Mr. Toxrn. But you did not solicit him ? 

Mr. Typr1nos. I did not solicit. I solicited no letters. 

Mr. Tonrn. And you did not ask the Senator to get these for you! 

Mr. Typrnos. No. 

Mr. Toxin. You did not ask the Senator to transmit these letters to 
the Bureau for you! 

Mr. Typrinos. I did not. 

Mr. Torrn. Did you know that he got these? 

Mr. Tyrp1nes. I did not. 

Mr. Tosin. This is the first time you have been aware of it? 

Mr. Typinocs. And some of these names I didn’t know on there. 

Mr. Tosin. Mr. Tydings, on August 7, 1936, Senator Tydings’ 
secretary wrote to Mr. Berkshire a letter marked “Personal” : 





Dear Mr. BERKSHIRE: I am enclosing herewith copy of letter which I have 
just received from Mr. Donald Tydings. 

May I ask if you will please be so good as to have the records on Mr. Tydings 
in your oflice searched to see that the affidavits listed in Mr. Tydings’ letter to 
me are contained therein, and are in the hands of the representative of your 
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office now looking into his case. I wish to request also, in Senator Tydings’ 
name, that your investigator interview the jailer at Elizabeth City, N. C., also 
Colonel Borland, director of public safety, at Norfolk; and that you also have 
him give consideration to what Mr. Tydings says regarding Clara Belle Carter 
and Margaret Parker. 
Thanking you, I am, 
Sincerely yours, 
CorRInNE BarceEr, Secretary. 
Do you recall sending a letter to— 
It is not in that file, 1 am afraid. Do you want to read the letter? 
Mr. Chairman, could this letter from Miss Barger to Mr. Berk- 
shire be put in the record ¢ 
Chairman Kran. Without objection, it is so ordered. 
(The material referred to is as follows :) 
UnitTep States SENATE, 


August 7, 1936. 
Personal. 
Mr. STEWART BERKSHIRE, 
Alcohol Tax Unit, Treasury Department, 
Washington, D. C. 

Dear Mr. BerKSHIRE: I am enclosing herewith copy of letter which I have 
just received from Mr. Donald Tydings. 

May I ask if you will please be so good as to have the records on Mr. Tydings 
in your office searched to see that the affidavits listed in Mr. Tydings’ letter to 
me are contained therein, and are in the hands of the representative of your office 
now looking into his case. I wish to request also, in Senator Tydings’ name, 
that your investigator interview the jailer at Elizabeth City, N. C., also Colonel 
Borland, director of public safety, at Norfolk; and that you also have him give 
consideration to what Mr. Tydings says regarding Clara Belle Carter and 
Margaret Parker. 

Thanking you, I am, 

Sincerely yours, 
(Signed) Corinne Baraer, Secretary. 

[Note added in ink:] Mr. Tydings understands that on two occasions Mr. 
Heddens has been looking for the Stone, etc., affidavits. Hence our desire to 
know they are available in the file. 


C. B. 

Mr. Typrnos. Yes, sir; I wrote the letter. 

Mr. Torry. What were you trying to accomplish at this time with 
these letters ? 

Mr. Typrnes. What I just finished saying a little while ago, about 
the tactics that those men were using down there on me, and that this 
was a vindication of me; that those people if contacted would vindi- 
cate me. 

Mr. Tostn. You were writing to Senator Tydings, were you not, 
and getting Senator Tydings to write to the Bureau making sure that 
certain papers were in your file so that the investigator processing 
your case would be sure to see them ? 

Mr. Typrnes. No, not for that purpose. I wanted him to know 
where I stood. 

Mr. Tosrn. You wanted whom to know ? 

Mr. Typrnos. The Senator. 

Mr. Tostn (reading) : 


May I ask if you will please be so good as to have the records on Mr, Tydings 
in your office searched to see that the affidavits listed in Mr. Tydings’ letter to 
me are contained therein * * *. 

Did you ask that that be done by the Senator? 

Mr. Typrnes. There is nothing in my letter asking that, sir. 
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Mr. Torry. Doesn’t this letter by Miss Barger to Mr. Berkshire, 
Mr. Tydings, make it quite clear that you were sending ev idence, 
testimonials of your character and good work, to Senator Tydings for 
the purpose of having Senator Tydings transmit those officially to the 
Bureau of Internal Revenue so that they would be given consideration 
by the Bureau in deciding whether or not to discipline you in August 
of 1936? 

Mr. Typines. No, sit 

Mr. Torry. They do not? 

Mr. Typrnes. They do not. 

Mr. Torrn. And you deny that you were doing that ? 

Mr. Typrnas. I deny that I was doing that; yes, sir. 

Mr. Torry. Was your case being considered by the Bureau in 1936, 
the possibility that you would be dise iplined ¢ 

Mr. Typtnes. I don’t know whether it was or not. 

Mr. Tosrn. You do not know ? 

Mr. Typines. I don’t know. 

Mr. Tostn. Did you ask Senator Tydings at this time to assist you 
in case you were going to be disciplined / 

Mr. Typrnes. No. 

Mr. Tortn. To see that you got some kind of relief? 

Mr. Typines. No. 

Mr. Tosrn. To see that you got due consideration from the Bureau? 

Mr. Typincs. No. 

Mr. Tourn. Did you ask him anything at all in connection with this 
matter before the Bureau involving you in 1936? 

Mr. Typtnas. Only what I h: ive told you I have already. 

Mr. Tostx. Which was that you told the Senator that you were 
being conspired against by people in the Norfolk office ? 

Mr. Typines. I don’t think I used that word. 

Torr. You did not use that word, but that is the gist of it; is 
It not? 

Mr. Typines. I had already called on our own officials. 

Mr. Tosrn. But you did not ask Senator Tydings to do anything 
other than that? 

What did you want him to do anyway? 

Mr. Typrnes. Sir? 

Mr. Tosrn. What did you want Senator Tydings to do for you? 

Mr. Typrnes. I didn’t want to be pushed around when I didn’t 
have it coming to me. 

Mr. Tosry. What do you mean by “pushed around”? 

Mr. Typrnes. The way those special investigators were doing all 
of us down there. While it was directed at me, I was the spokesman 
for the whole crowd of men working there. 

Mr. Tonty. And you were being pushed around? 

Mr. Typ1nes. We were all being pushed around. 

Mr. Tostn. Did you complain to your superiors in the Bureau that 
you were being pushed around? 

Mr. Typines. I have told you that I had called on them and there 
was a meeting held in Norfolk and that was discussed. 

Mr. Torry. And your superiors in Washington were not impressed 
when you told them that you were being pushed around in Norfolk? 





INTERNAL REVENUE INVESTIGATION 355 


Mr. :‘Typincs. I don’t know whether they were impressed, or not, 
but when they left Norfolk I am sure that they felt that everything 
would be all right, and straightened out. 

Mr. Torry. And then you were transferred from Norfolk ¢ 

Mr. Typtneas. Some time after that. 

Mr. Tosrn. And everybody else in your unit was transferred ? 

Mr. Typines. Everybody else in the unit was transfered out of 
Norfolk. 

Mr. Torry. Was that part of the pushing around that you were 
complaining about? 

Mr. Typincs. Yes, sir. 

Mr. Tosin. Mr. Tydings, on August 20, 1936, Senator Tydings 
wrote the Commissioner of Internal Revenue: 

Hon. Guy T. HELVERING, 


Commissioner, Internal Revenue, 
Washington, D. 0, 

Dear Guy: It has heen some 2 weeks since the case of Mr. Donald Tydings, 
investigator, Alcohol Tax Unit, was placed in the hands of the special investi 
gating committee, and I shall appreciate it very much if you will let me have 
your advices at your earliest convenience as to the present status of this case. 

Thanking you and with best wishes, I am, 

Sincerely yours, 
M. KE. TypbInacs. 

Mr. Torin. May this letter go into the record, Mr. Chairman ? 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows:) 

UNITED STATES SENATE, 
COMMITTEE ON TERRITORIES AND INSULAR AFFAIRS, 
August 20, 1936. 
Hon. Guy T. HELVERING, 
Commissioner, Internal Revenue, 
Washington, ID. . 


Dear Guy: It has been some 2 weeks since the case of Mr. Donald Tydings, 
investigator, Alcohol Tax Unit, was placed in the hands of the special investi 
gating committee, and I shall appreciate it very much if you will let me have 
your advices at your earliest convenience as to the present status of this case. 

Thanking you and with best wishes, I am, 

Sincerely yours, 
(Signed) M. E. Typinos. 

Mr. Torin. Did you ask Senator Tydings to write that letter for 
you ¢ 

Mr. Typines. Not that I know of. I didn’t know when or if that 
case was placed down there in the hands of the investigating 
committee. 

Mr. Tostn. As far as you are concerned, Senator Tydings was acting 
as a volunteer when he wrote this letter? 

Mr. Typines. I have no recollection of ever having asked him. 

Mr. Tosin. You did not know that this was happening to you at 
that time? 

Mr. Typrnes. I knew the investigation was going on, but I didn’t 
know when the investigation was completed or whether it was ever 
completed. 

Mr. 'Tosrn. You did not ask Senator Tydings to block any discipli- 
nary action against you ¢ 

Mr. ‘l'yprn@s. I did not. 
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Mr. Torry. You did not ask him to send it? 

Mr. Typrnos. I did not. 

Mr. Torry. In fact, until now you did not even know he sent it? 

Mr. Typrnas. I did not. 

Mr. Tostrn. On September 1, 1936, Senator Tydings wrote once more 
to Mr. Helvering: 

DEAR GUY: Thank you for your letter of August 31. 

I shall appreciate it very much if you will notify me as soon as you have the 
report referred to therein in the case of Donald Tydings. I am desirous of con- 
ferring with you before any decision is reached in this matter. 

With kindest regards, I am, 

Sincerely yours, 
M. B. TyYDrnes. 

Mr. Chairman, may this letter go in the record ? 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to is as follows:) 

UnrrTep STATEs SENATE, 
COMMITTEE ON TERRITORIES AND INSULAR AFFAIRS, 
September 1, 1936. 
Hon. Guy T. HELVERING, 


Commissioner, Internal Revenue, 
Washington, D. C. 


Dear Guy: Thank you for your letter of August 31. 

I shall appreciate it very much if you will notify me as soon as you have the 
report referred to therein the case of Donald Tydings. I am desirous of con- 
ferring with you before any decision is reached in this matter. 

With kindest regards, I am, 

Sincerely yours, 
(Signed) M. E. Typr1nas. 

Mr. Torin. Did you ask Senator Tydings to write this letter for 
you ¢ 

Mr. Typrnos. I did not. 

Mr. Torry. Did you ask Senator Tydings to confer with Mr. Hel- 
vering before any decision was reached with respect to you? 

Mr. Typrneos. I did not. 

Mr. Tosrn. You did not? 

Mr. Typinas. I did not. 

Mr. Tosin. Did you know that Senator Tydings had asked for a 
conference on this matter ? 

Mr. Typrnos. I did not. 

Mr. Tostn. You never asked the Senator to do this for you ? 

Mr. Tyrprincs. No, sir. 

Mr. Torrn. On September 24, 1936, the Commissioner wrote to Sen- 
ator Tydings: 

My Dear SENATOR: Receipt is acknowledged of your letter of September 14, 
1936, with reference to the case of Investigator Donald 8S. Tydings. 

I regret to advise that the regulations of the department prohibit the furnish- 
ing of copies of confidential reports of investigations of personnel. However, if 
you care to have a representative call at my office, Deputy Commissioner Stewart 
Berkshire, in charge of the Alcohol Tax Unit, will go over the case of Investi- 
gator Tydings with him and furnish such information as can be made available 
under the regulations of the department. 

Very truly yours. 

Did you ask Senator Tydings to obtain a copy of the confidential 
report made of you? 

{r. Typrnes. I did not. 


| 
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Mr. Tosry. Did you want Senator Tydings to know, for example, 
what employees in the Alcohol Tax Unit were testifying against you 

Mr. Typrnes. I didn’t. It never entered my mind. 

Mr. Tostn. Would it not be proper 

Mr. Typrnas. I knew who had testified against me. 

Mr. Tortn. It would not be proper for Senator Tydings to have 
that information ? 

Mr. Typ1nes. I would have never asked him. I know he couldn’t 
have gotten it. 

Mr. Tosin. It would not be proper for him to have it ? 

Mr. Typrnos. No. 

Mr. Tostn. And you would never have asked him to do it? 

Mr. Typ1nos. Because I know he 

Mr, Torry. In any event, it appears that he did ask for it. 

Mr. Typrnos. I have no control over that, sir. 

Mr. Tosrn. But you did not know that he did this? 

Mr. Typrnos. No; I did not know that he did it. 

Mr. Topstn. You do not dispute that Senator Tydings did ask for 
that report, however, do you 4 

Mr. Typtnos. I have this. 

Mr. Tosin. You have the Commissioner’s letters? 

Mr. Typrnos. I saw the original letter there. 

Mr. Tortn. Does that satisfy you that Senator Tydings did ask 
for this report about you? 

Mr. Typrnes. Apparently so, from the Commissioner’s reply. 

Mr. Tostn. Mr. Chairman, may that letter of Commissioner Hel- 
vering to Senator Tydings go in the record ? 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows:) 


AT: 331 :ds 








SEPTEMBER 24, 1936. 
Hon. M. E. Typ1nes, 
United States Senate. 

My Dear Senator: Receipt is acknowledged of your letter of September 14, 
1936, with reference to the case of Investigator Donald S. Tydings. 

I regret to advise that the regulations of the Department prohibit the furnish- 
ing of copies of confidential reports of investigations of personnel. However, if 
you care to have a representative call at my office, Deputy Commissioner Stewart 
Berkshire, in charge of the Alcohol Tax Unit, will go over the case of Investi- 
gator Tydings with him and furnish such information as can be made available 
under the regulations of the Department. 

Very truly yours, 





Commissioner. 

Initialed : 

GCB 9/21 
CRC 9/21 
SB 

BW 9/2: 

Chairman Kean. I notice that this letter is initialed “G. C. B., 
C. R. C., S. B., and B. W.” It has these four sets of initials. What 
does that mean ? 

Mr. Torry. Before these letters go out, Mr. Chairman, they are 
routed to the various people in the Bureau who might be concerned 
with them and their initials indicate that they have approved the 
letter and the contents. 
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S. B., for example, is Stewart Berkshire. All of these people would 
see the letter and initial it before it would go to the Commissioner. 

Chairman Kran. Whose are the final initials on the bottom ? 

Mr. Tostn. I do not know, sir. 

Chairman Kran. Would the most important one be on the bottom ? 

Mr. Torin. I think we can find out who these people were from 
the Bureau later on, if you wish. 

After this series of letters from Senator Tydings to the Bureau in 
your behalf the investigation made of you in Norfolk, Va., was con- 
cluded without any disciplinary action being taken against you; isn’t 
that so? 

Mr. Typrnes. As far as I know; yes, sir. 

Mr. Tosrn. Certainly if you had been disciplined, you would know 
about it ? 

Mr. Typrnos. I didn’t know when it concluded, but as far as I know 
it was concluded and I did not receive any disciplinary action, other 
than everybody lock, stock, and barrel being transferred out of 
Norfolk. 

Mr. Torry. Where were you transferred to from Norfolk? 

Mr. Typines. To Baltimore. 

Mr. Tosrx. When was that; do you recall ? 

Mr. Typros. I think it was Januar y 1, 1936. 

Mr. Tosrn. Later this investigation ‘of you_and the processing 
thereof by the Bureau apparently. was completed, without any action 
taken against you, in September of 1936. 

Following the conclusion of that investigation with its fortunate 
result, did you then seek to become investigator in the State of 
Maryland? 

Mr. Typrnos. No. 

Mr. Tostn. Did you then seek to become assistant supervisor, 
enforcement, in the Baltimore district ? 

Mr. Typrncs. I sought to be transferred to Wilmington, N. C., from 
Baltimore. 

Mr. Torry. I asked you, sir, if you had sought the post of assistant 
supervisor, enforcement, in Baltimore, late in 19362 

Mr. Typrnos. I don’t think so. 

Mr. Tosrn. In early 1937, did you? 

Mr. Typrnes. I don’t recall anything. 

Mr. Torry. Did you discuss at this time with Senator Tydings your 
desire to become investigator in charge or assistant supervisor in 
Baltimore ¢ 

Mr. Typines. Not to my knowledge. 

Mr. Tostn. This was shortly after the investigation had been com- 
pleted which exonerated you. You did not? 

Mr. Typrnas. I have no rec ollection whatsoever of it. 

Mr. Toprn. Were you aware at the time that you were being con- 
sidered for either of these cane by high officials of the Bureau and 
the Treasury Department ? 

Mr. Typrnes. I was not. 

The first indication that I had that I was being considered for a 
promotion was in Wilmington, N. C. I received a letter from Mr. 
Stewart Berkshire, a personal letter, in August of 1937, putting it 


this way: 


. 
; 
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Would you consider the post of investigator in charge in Charleston, W. Va.? 
The reason I put it this way is that I know you asked for the transfer to Wil- 
mington, N. C., and didn’t know whether you were satisfied down there, or not. 


I wrote back to him that I was satisfied with the place where I was 
working, but I was ambitious and to go ahead and send me, and on 
November 4, I got in about 2 o’clock in the morning. John J. Mitchel! 
had called the house about 2 o’clock in the afternoon and I was to 
call his office in Baltimore and if I didn’t get him before closing time 
to call his home. 

I called his home and he told me I was transferred to West Virginia, 
and [ asked as to when I was to leave. If my memory serves me 
correctly it was on a Monday and he said to be up there Wednesd: ay. 
That’s the first that I knew ‘that I was being considered, when I got 
the letter from Mr. Berkshire in August, and it was held up until 
November, before I was ever notified that I was going. 

Mr. Torry. Mr. Tydings, your memory of your events in 1937 is 
much better than your memory of events in the late 1940's. 

Mr. Typrnos. I know it. I know it. 

Mr. Tosrn. In any event, Mr. Tydings, you did not in 1936 and in 
1937 seek to be either investigator in charge for the State of Mary- 
land or assistant supervisor, enforcement, in the Baltimore district? 

Mr. arene, Not to my knowledge. 

Mr. Tosrn. And you did not during either of those years have any 
discussions w with Senator Tydings regarding your obtaining either one 
of those posts ? 

Mr. Typrncs. I don’t think so. This letter from Mr. Berkshire 
came as a complete surprise to me. 

Mr. Tostn. That was after you went to Wilmington ? 

Mr. Trprnes. After I went to Wilmington. 

Mr. Torry. Mr. Tydings, on F ebruary 11, 1937, Mr. Graves, then 
Assistant to the Secretary of the Treasury, sent a memorandum to Mr. 
McReynolds, Administr ative Assistant of the § Secretary of the Treas- 
ury, concerning you. 

May this memorandum be put in the record, Mr, Chairman ¢ 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows :) 


TREASURY DEPARTMENT, 
Washington, February 11, 19387. 
Memorandum for Mr. McReynolds: 

I hand you herewith the recommendation made by the Commissioner of In- 
ternal Revenue for the promotion of Donald S. Tydings to be investigator in 
charge for the Alcohol Tax Unit for the State of Maryland, concerning which 
I spoke to you several days ago. 

As you know, Donald 8. Tydings is the nephew of Senator Tydings, of Mary- 
land, and it is my understanding that his appointment is recommended at the 
urgent solicitation of Senator Tydings. It is my understanding also that both 
Mr. Berkshire and Mr. Helvering have committed themselves to this appoint- 
ment in conversations which they have had with Senator Tydings. 

While I am extremely reluctant to suggest any action which might prove 
embarrassing to Mr. Berkshire or Mr. Helvering, I feel that I should call 
the following facts to your attention: 

(1) There is at the present time no vacancy in the position of investigator in 
charge for the State of Maryland. The position is now, and has been since 
August 16, 1984, occupied by George T. Danforth, whose services I have always 
been informed, have been satisfactory. I have conferred about this with Mr. 
Berkshire, who advises me that it his intention to submit a recommendation for 
the transfer of Mr. Danforth from this position to some other assignment, as 
yet undetermined. 
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(2) In connection with a preliminary report of the recent investigation in 
Baltimore, which ultimately resulted in the removal of District Supervisor 
Porter and the transfer of Assistant District Supervisor Heddens, Mr. A. D. 
Burford, who conducted the investigation had the following to say with regard 
to Mr. Tydings: 

“T am led to believe by certain confidential information and happenings that 
have come to my attention, that Group Leader Donald Tydings is a source of 
disturbance, in that he does not keep his counsel, but instead engages in gossip 
with investigators in the district, with the result that he is a source of turmoil. 
I would suggest that if it is feasible he be transferred out of the district. I 
further recommend that he not be promoted within the district.” 

(3) As you know, the investigation of the Baltimore situation made by the 
Intelligence Unit resulted not only in the prosecution and conviction of a large 
number of racketeers, but in the removal of District Supervisor Porter and the 
transfer of Assistant District Supervisor Heddens as probably implicated in 
illicit distilling operations and corruption. The criminal proceedings in this 
case have just been terminated, and the trial itself and the investigation which 
preceded it were given wide publicity. No suspicion of any kind has been di- 
rected in this connection at Investigator in Charge Danforth. It seems to me 
that to supersede Danforth at this time would be taken by the public as a strong 
indication that he shares with Porter and Heddens the responsibility for the de- 
plorable conditions which the investigation disclosed. Regardless of all other 
considerations, there is the question whether the proposed action, taken under 
these circumstances, would be fair to Danforth. 

GRAVES. 

{Notation in ink :] 

I concur with Graves. 

McR. 


Mr. Tostn (reading) : Memorandum for Mr. McReynolds: 


I hand you herewith the recommendation made by the Commissioner of 
Internal Revenue for the promotion of Donald 8S. Tydings, to be investigator 
in charge for the Aleohol Tax Unit for the State of Maryland, concerning 
which I spoke to you several days ago. 

As you know, Donald S. Tydings is the nephew of Senator Tydings, of Mary- 
land, and it is my understanding that his appointment is recommended at the 
urgent solicitation of Senator Tydings. It is my understanding also that both 
Mr. Berkshire and Mr. Helvering have committed themselves to this ap- 
pointment in conversations which they have had with Senator Tydings. 

While I am extremely reluctant to suggest any action which might prove 
embarrassing to Mr. Berkshire or Mr. Helvering, I feel that I should call the 
following facts to your attention. 

1. There is at the present time no vacancy in the position of investigator in 
charge for the State of Maryland. The position is now, and has been since 
August 16, 1934, occupied by George T. Danforth, whose services, I have 
always been informed, have been satisfactory. I have conferred about this 
with Mr. Berkshire, who advises me that it is his intention to submit a rec- 
ommendation for the transfer of Mr. Danforth from this position to some 
other assignment, as yet undetermined. 

2. In connection with a preliminary report of the recent investigation in 
Baltimore, which ultimately resulted in the removal of District Supervisor 
Porter and the transfer of Assistant District Supervisor Heddens, Mr. A. D. 
surford, who conducted the investigation, had the following to say with regard 
to Mr. Tydings: 

“T am led to believe by certain confidential information and happenings 
that have come to my attention, that Group Leader Donald Tydings is a source 
of disturbance, in that he does not keep his counsel, but instead engages in 
gossip with investigators in the district, with the result that he is a source of 
turmoil. I would suggest that if it is feasible he be transferred out of the 
district. I further recommend that he not be promoted within the district.” 

8. As you know, the investigation of the Baltimore situation made by the 
Intelligence Unit resulted not only in the prosecution and conviction of a 
large number of racketeers, but in the removal of District Supervisor Porter and 
the transfer of Assistant District Supervisor Heddens as probably implicated in 
illicit distilling operations and corruption. The criminal proceedings in this 
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case have just been terminated, and the trial itself and the investigation which 
preceded it were given wide publicity. No suspicion of any kind has been directed 
in this connection at Investigator in Charge Danforth. It seems to me that to 
supersede Danforth at this time would be taken by the public as a strong indica- 
tion that he shares with Porter and Heddens the responsibility for the deplorable 
conditions which the investigation disclosed. Regardless of all other considera- 
tions, there is the question whether the proposed action, taken under these 
circumstances, would be fair to Danforth. 
GRAVES. 

The original memorandum, Mr. Tydings, has a notation by Mr. 
McReynolds that he concurs with Mr. Graves. 

I call your attention to the second paragraph on the first page of 
that letter: 


As you know, Donald S. Tydings is the nephew of Senator Tydings of 
Maryland * * * 
that is incorrect. You are his first cousin. 

Mr. Typrnas. That is incorrect. 

Mr. Toprn (reading) : 
* * * and it is my understanding that his appointment is recommended at the 
urgent solicitation of Senator Tydings. 

Do you have any comment on that? 

Mr. Typrne@s. I do not. 

Mr. Tosin. If Senator Tydings was urgently soliciting your pro- 
motion, you wouldn’t know about it? 

Mr. Typines. Did not know it. 

Mr. Tosin. You did not ask him to solicit your 

Mr. Typinos. I did not. 

Mr. Tosin. It is noted that Mr. Berkshire and Mr. Helvering, Dep- 
uty Commissioner and Commissioner, respectively, had agreed to your 
oromotion within a matter of months after an investigation of you 
a been closed. 

You had not solicited 

Mr. Typines. I had not. I knew nothing at all of this. I did not 
know that he had ever approved it, or that it was in the making, even. 
I got no copies of any of these letters. 

Mr. Toxin. I would assume you would not. This is a memorandum 
of one of the top officials. 

Mr. Typ1nos. I mean these letters from the Senator to the Bureau. 
I received no copies of his letters to them. 

Mr. Tostn. You did not know that the Senator was doing all this? 

Mr. Typvrnes. I did not. 

Mr. Tostn. Is there any reason why the Senator should be doing 
this for you if you did not ask him to? 

Mr. Typin@s. I do not know. 

Mr. Torrn. Do you have any reason to doubt that he was soliciting 
your promotion at this time? 

Mr. Typtnes. From these letters, I do not doubt it. 

Mr. Tosrn. But you did not ask him ? 

Mr. Typrnes. I did not. 

Mr. Tosin. He never discussed it with you at the time? 

Mr. Typrnes. No, sir. 
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Mr. Torin. Commissioner Helvering sent a memorandum to the 
Secretary of the Treasury on February 15, 1937, dealing with the same 
matter : 


Memorandum for the Secretary: 


I have recently presented a recommendation for the promotion of Donald S. 
Tydings, now an investigator and group leader in the Alcohol Tax Unit, to the 
position of investigator in charge for the State of Maryland. 


Mr. Helvering then goes on to discuss the affairs in the Baltimore 
office and the recent investigation and recommends Mr. Danforth’s 
transfer to Wilkes-Barre, Pa., which post was then vacant. 

He notes that you have been an investigator in the Baltimore office 
for the past 3 years and that you have made a very good record there. 

Then the Commissioner says: 


Senator Millard Tydings has been very insistent that we give him the posi- 
tion of assistant supervisor. It is not considered that he has had sufficient 
experience for this position, but I have committed myself to consider him favor- 
ably for the position of investigator in charge in Maryland. 


You did not know that? 

Mr. Typrnoas. I did not know that. 

Mr. Tosrn. Mr. Chairman, may this memorandum be put in the 
record ? 
Chairman Kran. Without objection, it is so ordered. 
(The material referred to is as follows :) 


TREASURY DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington, February 15, 1987. 
Memorandum for the Secretary : 


I have recently presented a recommendation for the promotion of Donald S. 
Tydings, now an investigator and group leader in the Alcohol Tax Unit, to 
the position of investigator in charge for the State of Maryland. 

I have examined the records of this office as they relate to Mr. Tydings’ 
service, and I have concluded that there has been a deliberate effort made by 
a certain group in the Baltimore office to discredit him and if possible cause his 
separation from the service. It appears that certain investigators working 
under Assistant Supervisor Heddens went about endeavoring to procure state- 
ments from convicted bootleggers implicating Tydings. Several prisoners have 
sworn that these investigators were offering money and promise of assistance 
as consideration for such statements. The whole matter was submitted to the 
Intelligence Unit and an extensive investigation resulted in the exoneration 
of Mr. Tydings. 

You are already familiar with the recent conviction in Baltimore which re- 
sulted in the removal of District Supervisor Porter and the reduction and trans- 
fer of Assistant Supervisor Heddens for alleged protection of certain distilling 
interests. Mr. Robert E. Tuttle, formerly supervisor at Atlanta, and Mr. John 
J. Mitchell, formerly aide to the assistant at Denver, have been selected to fill 
these vacancies. 

Mr. Tuttle has been acting supervisor of the Baltimore office for the past 
2 months and now asks that the responsible heads under him be changed, and 
specifically requests that he be given a new investigator in charge. While Mr. 
Danforth, the present investigator in charge, was not actually involved in the 
recent investigation, his presence in that office for more than 2 years raises a 
serious question of the advisability of retaining him there. 

I have recommended Mr. Danforth’s transfer to the position of investigator 
in charge at Wilkes-Barre, Pa., which is now vacant. 

Mr. Tydings has been an investigator in the Baltimore office for the past 3 
years and has made a good record. Senator Millard Tydings has been very 
insistent that we give him the position of assistant supervisor. It is not 
considered that he has had sufficient experience for this position, but I have 
committed myself to consider him favorably for the position of investigator in 
charge in Maryland. 
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This meets with the approval of the new supervisor, and I am confident will 
greatly improve the enforcement morale of the Baltimore office. 


(Signed) Guy T. HeLVERING, 
Commissioner. 

[added in ink] Mr. Grave’s memorandum attached. 

Mr. Tostn. You did not ask Senator Tydings to—— 

Mr. Typinos. No, I did not. 

Mr. Tosrn. You did not become investigator in charge at this time? 

Mr. Tyvines. I became investigator in charge in West Virginia on 
November 4, 1937. 

Mr. Tosrn. But you did not become investigator in charge in the 
State of Maryland in 1937? 

Mr. Typrnos. No. 

Mr. Tosin. Nor did you become assistant supervisor in Maryland 
at that time? 

Mr. Typrnes. No. 

Mr. Tosrn. Thereafter, you did yourself request a transfer to Wil- 
mington. Is that North Carolina? 

Mr. Typines. Wilmington, N. C., in May or June of 1937. 

Mr. Tostn. That is a transfer that you asked for yourself? 

Mr. Typrnes. I asked for myself. I asked District Supervisor 
Tuttle—men had been killed down there and I asked for a transfer 
to replace him. 

Mr. Tostn. What was your purpose in seeking that transfer? 

Mr. Typrnes. My wife’s home town. 

Mr. Torsin. Mr. Tydings, the records of the Bureau indicate that on 
March 22, 1937, you requested this transfer in writing. 

Mr. Typines. Yes, sir. 

Mr. Tosrn. Did you discuss this proposed transfer with Senator 
Tydings ¢ 

Mr. Typrnes. No, sir. 

Mr. Tostn. Did you ask him to help you get it ? 

Mr. Typr1nos. No, sir; I didn’t. 

Mr. Torry. Did he know that you had been transferred ? 

Mr. ‘Typines. No, sir; I don’t think he did. I didn’t tell him. 

Mr. Tozsin. You went from Wilmington to Charleston, W. Va.? 

Mr. Typrnos. Yes. 

Mr. Torry. As investigator in charge? 

Mr. Typrnes. As investigator in charge in November of 1937. I 
was in Wilmington from June to November; that was all. 

Mr. Tosrn. Did you ask Mr. Tydings to help you get your transfer 
to Charleston ? 

Mr. Typrnes. No, sir; I didn’t. It came as a complete surprise. 

Mr. Tostn. Did you ask him to help you get the position as investi- 
gator in charge? 

Mr. Typrneas. No, sir. 

Mr. Tosrn. Did you tell him that you had been transferred to 
Charleston ? 

Mr. 'Typ1nes. I doubt if I ever did notify him. 

Mr. Tostn. Were you keeping in pretty close touch with the Sena- 
tor at this time? 

Mr. Typ1n6és. Not at all, sir. 
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Mr. Torin. You have testified earlier, Mr. Tydings, that you were 
in Charleston, W. Va., as investigator in charge: 

I was in Charleston, W. Va., investigator in charge, in 1937, for over a year 
before he— 
that is Senator Tydings— 
knew I was there. 


Mr. Typrnes. I think that is true. 

Mr. Tosrn. You think that is true? 

Mr. Typrnos. Yes, sir. 

Mr. Torry. And you did not ask Senator Tydings to help you get 
a transfer to Wilmington? 

Mr. Typrnos. No, sir. And when I was transferred from West Vir- 
ginia the district supervisor called me up and told me that I was to 
report to Baltimore as investigator in charge, the following day. That 
is the first I knew of that. 

Mr. Byrnes. During any of this period were you in contact with 
anybody in the Senator’s office? 

Mr. Tyrprnos. No, sir; nobody in the Senator’s office or the Senator 
himself. 

Mr. Byrnes. There would be nobody in that office that received any 
information from you as to where you were or what your situation 
was ¢ 

Mr. Typrnes. Absolutely not, sir. 

Mr. Torry. Did your wife keep in touch with the Tydings family 
so that somebody knew where you were, what you were doing, or the 
Senator’s office ? 

Mr. Typrnes. My sisters, my sister in East Orange, N. J., and my 
sister in Baltimore knew where I was. 

Mr. Torry. Would they be keeping Senator Tydings posted as to 
your whereabouts or promotions ? 

Mr. Typrnes. I don’t know. 

Mr. Torrn. Would it be likely that they would be asking Senator 
Tydings to help you? 

Mr. Typines. No. 

Mr. Tosrn. You are sure of that? 

Mr. Typrnas. No. 

Mr. Torrn. On May 28, 1937, your cousin, Senator Tydings, wrote 
again to Mr. Berkshire: 

As you know from the very voluminous correspondence we have had concern- 
ing Mr. Donald Tydings, I am much interested in his career, and the advance- 
ment that was promised him some time ago. 

What was that advancement that you were promised some time ago? 

Mr. Typrnes. I don’t know of any. 

Mr. Torry. The Senator was incorrect when he made this state- 
ment ¢ 

Mr. Typrnes. I don’t know what promise was made to him. 

Mr. Tostn. Then it goes on to state: 

Inasmuch as nothing has been done as yet to effect his promotion in the Balti- 
more district, I want to ask you to transfer him to Wilmington, N, C., in a super- 
visory position. I understand that this can be done with no difficulty, and I 
know that Mr. Tydings desires such transfer. 

How did Senator Tydings know that you desired the transfer to 
Wilmington, N. C.? 
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Mr. Typrnas. I don’t know. I had already requested it at that time, 
but there was no supervisory capacity job down there. It was a one- 
man post. ; 

Mr. Tosrn. You just got through telling us, Mr. Tydings, that you 
did not ask Senator Tydings to help you get this transfer. 

Mr. Typrneos. I did not. 

Mr. Tosrn. You did not discuss it with him # 

Mr. Typinos. I did not. 

Mr. Tosin. And he did not know from you, from your sisters, or 
from your wife, that you wanted this transfer 

Mr. Typrngs. Not that I know. 

Mr. Tostn. You had not told anybody in his office that you wanted 
this transfer ? 

Mr. Typ1nes. Told nobody in his office ; no. 

Mr. Tosrn. Somebody found it out and wrote a letter at the time 
you wanted this transfer, asked for it, and stated that he knew you 
wanted it? 

Mr. Typrnos. It is a matter of record that I asked the district super- 
visor in Baltimore. 

Mr. Torin. I am not questioning that. The question is whether 
you asked Senator Tydings. 

Mr. Typrnos. I did not. 

Mr. Torsrn. How did he write this letter ? 

Mr. Typvrnos. Sir? 

Mr. Toxin. How did he come to write this letter? 

Mr. Typin@s. I don’t know. 

Mr. Tosin. How did he come to know that you desired that 
transfer ? 

Mr. Typrnes. I do not know that. 

Mr. Torrn. You didn’t know until now he had written this? 

Mr. Typrnes. I didn’t know that he had ever written the letter. 

Mr. Tosin. Mr. Chairman, may this letter from Senator Tydings 
be put in the record ? 

Chairman Kran. Without objection it is so ordered. 

(The material referred to is as follows :) 

UNITED States SENATE, 
COMMITTEE ON TERRITORIES AND INSULAR AFFAIRS, 
May 28, 1937. 
Mr. STEWART BERKSHIRE, 


Alcohol Tax Unit, Treasury Department, 
Washington, D. O. 

DEAR Mr. BERKSHIRE: As you know from the very voluminous correspondence 
we have had concerning Mr. Donald Tydings, I am much interested in his career, 
and the advancement that was promised him some time ago. 

Inasmuch as nothing has been done as yet to effect his promotion in the Balti- 
more district, I want to ask you to transfer him to Wilmington, N. C., in a super- 
visory position. I understand that this can be done with no difficulty, and I know 
that Mr. Tydings desires such transfer. 

Thanking you for your consideration, I am, 

Sincerely yours, 
(Signed) M. E. Typrnas. 

Mr. Saptak. Mr. Chairman, at this point, I would like to clear up 
a little difficulty I have. 

Mr. Tydings, when you were stationed in the Baltimore office, where 
did Senator Tydings live in Maryland? 
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Mr. Typrnes. As far as I know it was Havre de Grace. 

Mr. Saptak. How far is that from Baltimore? 

Mr. TyprnGs. Some 30 miles. 

Mr. Sapiak. Did you ever visit him there? 

Mr. Typrnes. No. I have been in the home that he owned where 
my uncle lived and the Senator’s mother, but I have never been out 
to the farm where the Senator lives. 

Mr. Sapiak. Did you ever visit him 

Mr. Types. I never visited his home in my life. I visited in the 
home that he maintained for his mother and father and sister, but I 
have never visited his own home. I have never met his wife. I know 
his sister. 

Mr. Sapiak. You spent all this time around here and you never 
saw the Senator? 

Mr. Typrnes. Or heard from him. 

Mr. Saptax. While I have this opportunity let me ask you this: 
What impelled you to seek employment in the Internal Revenue 
Bureau ? 

Mr. Typrnes. There came a time when there was no work to be got- 
ten outside. I was working in Pittsburgh in the steel mills at that 
time. I came down here to W ashington to see him and I was sup- 
posed to go to the Home Owners’ > Loan 

Mr. Saptak. To see him? 

Mr. Typrnes. I came to Washington to see if he could help me. 
When I went to my home on the 3d of July 1933, I was expecting to 
come back to Washington after the Fourth ‘and go to Winston-Salem, 
N. C.,and the Home Owners’ Loan. When I came back to W ashington 
and reported at his office I was taken over and sworn in as a 

Mr. SapuaKk. Investigator ? 

Mr. Typtnes. No, prohibition. 

Mr. SapLak. Prohibition enforcement agent? 

Mr. Typrnes. Enforcement agent of the prohibition department in 
Norfolk, and that night was on the boat going there. 

Mr. Saptak. Did you take any examination for that job? 

Mr. Typtnas. Later I did; yes, sir. 

Mr. Saptak. But when you came you found yourself in the need of 
a job in 1933? You came to see Senator Tydings, your cousin, and he 
arranged for you to get with the Bureau ? 

Mr. Typrnos. I did. 

Mr. Sapiak. And he looked after you ever since? 

Mr. TyprnGs. Yes, sir. 

Mr. Torry. You were transferred to Wilmington after this letter 
from Senator Tydings, were you not? 

Mr. Typrvas. It was in June sometime. 

Mr. Tosrn. Senator Tydings’ letter wason May 28. Your letter was 
March 22. 

Mr. Typtnas. My letter? 

Mr. Torry. Your letter requesting the transfer was in March—— 

Mr. Typines. To our office. 

Mr. Torry. To your district supervisor. 

Mr. Typrnes. Yes, sir. 

Mr. Torsrn. The rest of March went by, April went by, and the 
first 28 days in May went by with no transfer? 

Mr. Typrnas. Yes, sir. 
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Mr. Torin. Then Senator Tydings for reasons that you are unable 
to explain happened to find out that you wanted this transfer, wrote 
and asked for it, and you got it in June. When in June? Do you 
know ¢ 

Mr. Typtnes. About the 17th or 18th of June, but there is a con- 
tributing factor that you have not mentioned. 

The way it became possible for a vacancy to occur in Wilmington, 
N. C., is that 4 men down there were killed I day. 

Mr. ‘Torry. So that would have been a pretty easy place to get trans- 
ferred to; is that right? 

Mr. Typrnes. Well, I say ¥: the time that made it—they were look- 
ing for men for W ilmington, N . C., then. 

Mr. ‘Toprn. In any event, although they were looking for men in 
North Carolina because it was a dangerous post of duty and people 
were getting killed there, your transfer did not go through until after 
Senator Tydings had supported it; isn’t that so? 

Mr. Typtnes. There was no vacancy at that time. 

Mr. Tostn. What about these four men that you say had just been 
killed ? 

Mr. Typrnes. I am trying to tell you—there is not much levity in 
men getting killed in the service 

Mr. Tosrn. Nobody is suggesting there is. 

Mr. Typrnes. Those men didn’t get killed until the 15th or 16th of 
June, and I was in Baltimore and the district supervisor came around 
and asked me if I still wanted the transfer to Wilmington. He said he 
could get it for me now, saying: “There is a vacancy there.” 

Mr. Tony. After you had gone to Wilmington, N. C., in June of 
1937, you were transferred to Charleston in Nove »mber, were you not, 
as investigator in charge? 

Mr. Typinas. Yes, sir. 

Mr. Tosrn. Did you ask Senator Tydings to help you with that? 

Mr. Typrnes. I did not. 

Mr. Tostn. That was a substantial promotion, was it not? 

Mr. Typtnos. It was; first promotion I got. 

Mr. Tostn. To investigator in charge? 

Mr. Typrnes. Yes ,sir. 

Mr. Tostn. You had not asked Senator Tydings 

Mr. Typrnes. I did not. I was perfectly satisfied where I was. 

Mr. Tosrn. And your testimony has been that you were there for 
over a year before he even knew that you were transferred? 

Mr. Typrn@s. I was not in Wilmington for a year. 

Mr. Tosrn. I am talking about Charleston. 

Mr. Typrnes. Charleston; yes, sir. 

Mr. Tosin. Your testimony is: 








I was in Charleston, W. Va., investigator in charge, in 1937, for over a year 
before he knew I was there. 

That is your previous testimony ¢ 

Mr. Typrnes. As far as I know, that is correct. 

Mr. Topix. When were you transferred to Charleston as investiga- 
tor in charge? 

Mr. Typines. Transferred to Charleston on November 4, 1937 
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Mr. Tostn. Mr. Tyding, 1 week later, on November 11, 1937, your 
cousin, Senator Tydings, wrote again to Mr. Berkshire: 


Dear Mr. Berksurre: I have just been advised that Mr. Donald S. Tydings 
has been appointed as investigator in charge of the State of West Virginia. 
{ realize, of course, that you have taken this action in his behalf, and I want 
you to know that I deeply appreciate your interest in him. 
With best wishes and kind regards, I am 
Sincerely yours, 


M. E. Typinas. 


How did he learn that you had become investigator in charge in 
West Virginia ? 

Mr. Typines. I did not notify him. 

Mr. Tosin. Who would have notified him ? 

Mr. Typrnecs. I do not know. 

Mr. Tosry. Your testimony that you had been there for over a year 
before he knew you were there is incorrect. is it not ? 

Mr. Typrnes. That’s right. 

Mr. Tostn. Mr. Chairman, may this letter of November 11, 1937, be 
put in the record ? 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to is as follows :) 

Unitep States SENATE, 


COMMITTEE ON TERRITORIES AND INSULAR AFFAIRS, 
November 11, 1937. 


Mr. STEWART BERKSHIRE, 
Alcohol Tar Unit, Bureau of Internal Revenue, 
Treasury Department, Washington, D. C. 
Dear Mr. BerKSHIRE: I have just been advised that Mr. Donald S. Tydings 
has been appointed as investigator in charge of the State of West Virginia. 


I realize, of course, that you have taken this action in his behalf, and I want 
you to know that I deeply appreciate your interest in him. 

With best wishes and kind regards, I am 

Sincerely yours, 

(Signed) M. E. Typinegs. 

Mr. Tosrn. Thereafter, Mr. Tydings, while you were serving in 
your post of duty in Charleston, W. Va., did you continue to seek 
Senator Tydings’ ‘support 

Mr. Typrves. I hadn’t said that I sought his support, only when 


conditions were such that I needed somebody’ s help. 

Mr. Tosrn. That was in 1933? 

Mr. Typrnos. Yes. 

Mr. Torry. Did you continue to ask him to look after you after 
you became inv estigator in charge? 

Mr. Typrnas. I never asked him to keep looking after me. 

Mr. Tosi. ve you ask him to help you get a raise? 


Mr. Typrnos. I did not. 

Mr. Tontn. On June 20, 1938, Mr. Tydings, Senator Tydings wrote 
Mr. Berkshire: 

Dear Mr. BerKsntrE: When Donald S. Tydings was transferred to West 
Virginia as investigator in charge, I asked him to keep in touch with me from 
time to time. I believe from what I hear, both through him and from other 
sources, he is doing a good job and feel that he has vindicated your confidence 
in him. I believe that the fine patriotic and honest service which he is render- 
ing in West Virginia merits consideration. 

I am sure that you are keeping in touch with the situation and feel satisfied 
that you agree with me as to the value of his work. 

With best wishes, I am, 


Sincerely yours, 
M. E. Typrnes. 
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Did you ask the Senator to write that letter for you? 

Mr. 'Typrnos. I did not. 

Mr. Tonrn. Did you ever know that he had written that letter? 

Mr. Typrnos. I did not. 

Mr. Torry. This letter asks Mr. Berkshire to give you a raise, does 
it not? It suggests that your service “merits consideration.” 

Mr. Typrnes. The position over there did not carry any higher grade 
than I was getting, sir. 

Mr. Tostn. Five months after this letter, Mr. Tydings, you got a 
raise, did you not, on November 1, 1938 ¢ 

Mr. Typrnes. I don’t know whether I did, or not. 

Mr. Torry. The records of the Bureau of Internal Revenue, Mr. 
Tydings, indicate that on November 1, 1938, you received a pay raise 
of $300. 

Mr. Typrnes. I couldn’t prevent that. 

Mr. Tostn. I am sure you didn’t want to. Did you ask Senator 
Tydings to help you get it ? 

Mr. T'yprnes. I didnot. I did not, sir. 

Mr. Tosrn. Did you think this letter from the Senator in June had 
anything to do with it? 

Mr. Typin@s. I don’t know whether it did or not. 

Mr. Tosrn. Had you in fact kept Senator Tydings posted as he said 
you had? 

Mr. Typrnes. No. 

Mr. Tosrn. May I read that language to you ? 

Mr. Typrnes. I have read it myself. 

Mr. Tostn (reading) : 

I believe from what I hear, both from him * * *. 


and so on. 

What did he hear from you at this time? 

Mr. Typrnos. I don’t know what he did hear from me. 

Mr. Tostn. Did he hear from you at all? 

Mr. Typtnes. I doubt if I wrote to him twice while I was in West 
Virginia, sir. 

Mr. Torry. Did he ask you to keep in touch with him? 

Mr. Typtnos. Not to my siseiiodine. 

Mr. Torry. He says he did in his letter. 

Mr. Typrnes. Yes. I have no recollection of it, sir; no. 

Mr. Torry. Do you deny that he did? 

Mr. Typrnas. No; I don’t deny that he did. 

Mr. Tosrn. Is it possible that he did ? 

Mr. Typrnes. I said I don’t have any recollection of it. 

I'd be guessing. 

Mr. Tostn. As far as you now recall, he didn’t ask you to keep in 
touch with him? 

Mr. Typrnes. No. 

Mr. Torrn. In any event, you did not keep in touch with him ? 

Mr. Typrnes. I didn’t. 

Mr. Tosrn. When did Senator Tydings next contact the Bureau 
with respect to advancement for you; do you know? 

Mr. Typrnos. No. 

Mr. Tortn. Did you ask him to? 

Mr. Typrnecs. No. I didn’t know he had. 
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Mr. Tostn. You didn’t know he had. Did you seek in 1940 the 
post of investigator in charge in your home State, Maryland? 

Mr. Typrnos. No; I was sent there. I had no knowledge of it 
whatsoever. 

Mr. Torry. Did Senator Tydings have any idea that you would 
like to be eae in charge in the State of Mar yland? 

Mr. Typincs. 1 don’t know whether he did or not; not from me, 
he didn’t. 

Mr. Torry. He had tried to get you that job in 1937, had he not? 

Mr. Typrnes. According to these letters, yes. 

Mr. Toptn. And it did not come through / 

Mr. Types. Didn’t come through. 

Mr. Torin. Did you subsequently ever ask him to get you this job? 

Mr. Typrnes. I never had. I was satisfied where I was and doing 
good work. 

Mr. Torin. On April 2, 1940, Mr. Tydings, your cousin wrote Mr. 
Berkshire: 

DEAR Mr. BERKSHIRE: I have followed pretty closely through several channels 
the record of Donald S. Tydings. I am satisfied that he is doing a good job, and I 
feel sure you will agree with me in this. 

Since November 1937, he has been investigator in charge of West Virginia. 
That is the right daa is it not? 

Mr. Typines. November 1937, November 4 

Mr. Torsrn (reading) : 

Naturally he would like to return to his home in Baltimore. I am therefore 
dropping you this note to ask your further personal interest in him and to 
express the hope that, in the event there is any change in personnel at any 
time in the regional office in Baltimore, you will consider him for promotion. 

Thanking you for your cooperation in his behalf, I am, with best wishes, 

Sincerely yours, 
M. EB. TYDINGS. 

Did you ask Senator Tydings to write this letter for you ? 

Mr. TypincGs. I did not. 

Mr. Tosrn. He had pretty clearly in mind the date on which you 
went to West Vi irginia, did he not? 

Mr. Typrnes. He did. 

Mr. Tortn. He knew the precise month, although this letter was 
written 214% years later. 

Mr. Typines. Yes, sit 

Mr. Tosrn. How would he have information of that precise char- 
acter, do you suppose? 

Mr. Typrnas. I do not know. I notice that he does state “through 
several channels.” 

Mr. Tosrn. Would you have been one of those channels? 

Mr. Typrnes. No. 

Mr. Tosrn. Do you know who any of those channels were, who 
any of those channels would have been ¢ 

Mr. Tyvrnes. No; I don’t. 

Mr. Tosrn. But you did not ask that this letter be sent ? 

Mr. Typrnes. As a matter of fact, I didn’t want to go back to 
Baltimore. 

Mr. Tosrtn. You did not want to go back to Baltimore? 

Mr. Typrnes. No. 
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Mr. Topix. And he was wrong when he said, “Naturally, he’—“he” 
meaning you—“would like to return to his home in Baltimore.” 

Mr. ‘Typrnegs. I didn’t want to go. 

Mr. Tosrn. You didn’t want to go? 

Mr. Typrnes. No. 

Mr. Tosrn. Mr. Chairman, may this letter go in the record? 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows:) 

UNITED STATES SENATE, 
COMMITTEE ON TERRITORIES AND INSULAR AFFAIRS, 
April 2, 1940. 
Mr. STEWART BERKSHIRE, 
Director, Alcohol Tax Unit, 
Bureau of Internal Revenue, Washington, D. C. 

Deak MR. BERKSHIRE: I have followed pretty closely through several channels 
the record of Donald 8S. Tydings. I am satisfied that he is doing a good job, 
and I feel sure you will agree with me in this. 

Since November 1937, he has been investigator in charge of West Virginia. 
Naturally, he would like to return to his home in Baltimore. I am therefore 
dropping you this note to ask your further personal interest in him and to express 
the hope that, in the event there is any change in personnel at any time in the 
regional office in Baltimore, you will consider him for promotion. 

Thanking you for your cooperation in his behalf, I am, with best wishes, 

Sincerely yours, 
(Signed) M. E. Typrneés. 

Mr. Tostn. When were you transferred to Baltimore, Mr. Tydings? 

Mr. Typines. August of 1940, I think. 

Mr. Topix. August of 1940? 

Mr. Typrnes. I think so. 

Mr. Tosrn. The records of the Bureau, Mr. Tydings. show that you 
were transferred on August 1, 1941, over a year after this letter of 
Senator Tydings. 

Mr. Typrnes. 1941; all right. 

Mr. Tosin. Is that right? 

Mr. Tyvrnos. I still think it was 1940. 

Mr. Tostn. Mr. Tydings, we have obtained from the Bureau a 
summary of your service record. Would that refresh your recollection 
on some of these dates ? 

Generally speaking, throughout your testimony this morning you 
have been able to recall dates with some precision, have you not ? 

Mr. Typrnes. I told you yesterday that my official work had taken 
most of my life. 

Mr. Tosrx. Your memory is bad only an financial transactions? 

Mr. Typrnes. Sir? 

Mr. Tontn. Your memory is bad only on financial transactions; is 
that right? 

Mr. Typ1nes. Seems to be, sir. 

Mr. Tostn. When were you transferred to Atlanta, Mr. Tydings? 

Mr. Typines. On the 14th of May *44. 

Mr. Torry. Did you ask Senator Tydings to help you get that 
transfer ? 

Mr. Typrnes. No, indeed; I was never so surprised in my life. I 
had no idea there was any vacancy there; had no idea I was being 
considered. I was called into Washington and told I was going. 

Mr. Tosrn. That was another promotion ; was it not ? 

Mr. Typrnes. Yes, sir. 
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Mr. Byrnes. Before you go further there, on this transfer to Balti- 
more, you si aid you did not like Baltimore? 

Mr. Typinos. No, sir. 

Mr. Byrnes. Did not want to go? 

Mr. Typrnes. I didn’t say I didn’t want to go. I said I never had 
asked for it. 

Mr. Byrnes. Did you ever write or communicate with your service 
the fact that you were not particularly interested in a Baltimore 
assignme nt. 

Mr. Typrnes, No, sir. I have gone wherever they sent me. 

Mr. Byrnes. You asked for other places. 

Mr. Typ1nes. I asked to be transferred out of Baltimore once before 
to Wilmington, N. C., in 1937 and I didn’t ask to go back to Baltimore. 

Mr. Byrnes. You did not tell them that you did not want to go 
back ? 

Mr. Typrnes. No, sir; I just went. 

Mr. Byrnes. You never expressed your wishes in this matter to 
anybody in the Bureau or to the Senator ? 

(Mr. Tydings nods head negatively.) 

Mr. Tosin. Did you get your answe mt 

Mr. Byrnes. I think so; yes. 

Mr. Torin. Mr. Tydings, before we turn to the Atlanta phase 
of your career in the Bureau, I would like to reread to you now ¢ 
portion of your testimony on the first day you appeared in public 
session. 

You testified you had written a letter to Senator Tydings when you 
were seeking the post of district supervisor in Atlanta. 

Congressman Byrnes asked you: 

With respect to that letter that you wrote to the Senator, did that have two 
parts to it, one relating to the proposed transfer— 


that is the transfer to New Orleans— 

and another relating to your desire to be made the district supervisor? 
You answered: 
I didn’t know about the transfer— 

to New Orleans— 

until after I had discussed with him— 

that would be Senator Tydings— 


about making my application for the supervisor job. Then this other came 
up afterwards. 


Mr. Byrnes asked you: 


First you contacted the Senator and told him you would like this position 
as district supervisor; is that correct? 


You replied : 


That's correct. 

Mr. Byrnes. After that you learned of a proposed transfer to New Orleans? 

Mr. Typincs. Yes, sir. 

Mr. Byrnes. Then you contacted him again? 

Mr. Typines. I did. Then it was all settled at one time, at this meeting up 
here that we just referred to. 

Mr. Byknes. In other words, instead of moving up as you wanted to do, they 
were apparently moving you down? 

Mr. TypiNnos. I at least wanted to hold my own. 
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Mr. Byrnes. So you contacted the Senator a second time on this really new 
matter? 

Mr. TyDINGs. Yes, sir. 

Mr. Byrnes. Did you ever contact him on any other matter during the time 
of your career? 

Mr. TypinGs. No, sir. 

Mr. Byrnes. Just these two occasions? 

Mr. TypiNes. As far as I know, and I have never contacted for anything else. 

Do you want to change that testimony now ? 

Mr. Typrnes. I think that was the current subject that we were 
discussing. 

Mr. Torr. When you said “and I have never contacted for any- 
thing else,” what did you mean # 

The question to you was: 


Did you ever contact him on any other matter during the time of your career? 
Your answer was: 
I have never——- 


Mr. Typrtnes. I misunderstood that question, then, because I have 
contacted him numerous times. 

Mr. Toxin. I will read this to you again to make sure you feel 
you misunderstood the question on that day. 

Mr. Byrnes had gone over very carefully with you the precise nature 
of your contacts with Senator Tydings when you were trying to be- 
come district supervisor. Then he asked you: 


Did you ever contact him on any other matter during the time of your career? 
and you answered: 
No, sir. 


Mr. Typrnes. That is not right. That is incorrect. Absolutely. 

Mr. Tosrn. It was incorrect at the time you gave it? 

Mr. Typrnas. Yes. I apparently misunderstood what he asked. 

Mr. Tosrn. What did you think he meant? 

Mr. Typtnes. Anything else in connection with the furtherance of 
this immediate thing that we were discussing, the transfer to New 
Orleans, or the promotion. 

Mr. Tosrn. Mr. Byrnes asked you if you had ever contacted him 
with respect to anything ' in your career. He did not say transfer to 
New Or r al or transfer as distr ict supervisor. 

I asked you a question covering your entire career in the Bureau 
a little later 

Mr. Typrnes. I had no intention of giving that evading answer to 
that question because I contacted him numerous times. 

Mr. Torsrn. Earlier that same day I asked you—we were still dis- 
cussing your efforts to become district supervi stated in 
that connection you had contacted Senator Tydings. 

Mr. Tyrprnos. Yes, sir. 

Mr. Tostn. I then asked you: 








That was the first time that you had ever asked Senator Tydings to help 
you in your career? 


and your answer was: 


Yes, sir. I was in Atlanta 6 months before he knew I was down there. I was 
in Charleston, W. Va., investigator in charge, in ’37, for over a year before he 
knew I was there. 
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Mr. Tosrn. And you had never asked him before this time to help you? 


Mr. Typinos. Read that first part, if you will. 
Mr. Toxin. The question “was: 


That— 
meaning the Atlanta district supervisor’s job— 


was the first time that you had ever asked Senator Tydings to help you in your 
career? 
and your answer was: 

Yes, sir. 

Mr. Typrnes. I meant that for promotion. That’s the first time I 
had ever asked him during my career to help me with a promotion, 
and it was. 

Mr. Tosixn. Mr. Tydings, at the beginning of today’s hearing, I 
asked you the same question and I asked you specifically as to pro- 
motions, transfers, raises in pay, and prevention of transfers, and 
your answer was “No” to each of those. Do you want now to change 
that testimony # 

Mr. Types. I still maintain I had never contacted him for any 
promotion except to help me with this supervisor’s job in Atlanta. I 
have contacted him when I wanted to be able to put my side of the 
story before the officials. 

Mr. Tonry. And that was necessary numerous times ? 

Mr. Typines. Numerous times; yes, sir. 

Mr. Torry. You ree not put your side before the officials in the 
ordinary channels as other Bureau employees would have had to do; 
is that it? 

Types. I tried that. 

Mr. Torry. Why did you have to go to Senator Tydings at these 
numerous times in your career ¢ 

Mr. Tyvines. Just like at the time at Norfolk; I asked for a hear- 
ing down there and a hearing was held and to their idea it was all 
settled, but it got back in the same path again, so then I called on 
him for help. 

Mr. Tosty. The only way you could get fair treatment 

Mr. Typres. I didn’t say fair treatment, no. The Bureau has 
been more than fair to me. 

Mr. Torntn. Why did you have to go to Senator Tydings so often? 

Mr. Typrves. He was the only one I had to turn to. 

Mr. Tosin. But you were getting more than fair treatment. W hy 
did you have to go to him? Is it “because you wanted something in 
addition to more than fair treatment from the Bureau ! 

Mr. Typinas. No. 

Mr. Tosrn. Then what was the purpose of going to Senator Tyd- 
ings ¢ 

Mr. Typines. I told you every time I had gone to him what the 
purpose was, sir. 

Mr. Tony. To get a promotion? 

Mr. Typrncs. Not to get a promotion. I never sought a promo- 
tion. Inever asked anybody except in our own Bureau for a transfer. 

Mr. Tortn. Not to get a transfer? 

Mr. Typrnas. No. 

Mr. Torin. Not to prevent a transfer ? 
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Mr. Typines. Not to prevent a transfer, but to give me an opportu- 
nity to present my side. 

Mr. Topsrn. Not to get a raise? 

Mr. Typrnos. Not to get a raise. 

Mr. Tonrn. You have not contacted him and told him that although 
you did not want to ask for these things, you would like them ¢ 

Mr. Typrnos. I have told it every way I know how and what more 
do you want me to do, sir? 

Mr. Tosrn. I just want you to tell the subcommittee, if you will, 
sir, Why it was that you fe It it nec essary to contact Senator Tydings 
re peatedly during your career in the Government service. 

Mr. Typros. I thin k I have explained that, sir. 

Mr. Torry. In any event, Mr. Tydings, you did not seek assistance 
from Senator Tydings to get to be assistant district supervisor in 
Atlanta; is that right q 

Mr. Typrnos. I did not. 

Mr. Topry. In 1947, Mr. Tydings, you were the subject of investiga- 
tion by the Bureau of Internal Revenue with respect to these pur- 
chases of a fur coat, a diamond ring, and a watch, and allegations 
that you were having an affair with a Bureau employee, and in con- 
nection with that investigation you were summoned to Washington and 
went there on October 9, 1947; is that right? 

Mr. Typrnes. Yes, sir. 

Mr. Tortn. With whom did you confer at the Bureau ? 

Mr. Typrnogs. As far as I know with Mr. Avis. 

Mr. Tosrn. With Mr. Mealey also? 

Mr. 'T'yprncs. May have been. 

Mr. Torin. Did you go to see Senator Tydings while you were 
there? 

Mr. Typtnos. I don’t know that I did. 

Mr. Tostn. You don’t know? 

Mr. Typrnas. I don’t know that I did. 

Mr. Tosrn. Is : likely that you went ? 

Mr. Typrnes. I don’t know. I say I don’t know that I did go. 

Mr. Tosrn. Did he know that you were in trouble with the Bureau ? 

Mr. Typrnes. I don’t even know that. 

Mr. Tostn. After this conference with Mr. Avis, you went back 

» Atlanta? 

Mr. Typrnes. That’s right, yes. 

Mr. Tosry. And resumed your duties there? 

Mr. Typrnos. Yes. 

Mr. Byrnes. That was pretty serious trouble, was it not? I mean 
having an investigation like this and these charges made against you ? 

Mr. Typrnas. Yes, sir. 

Mr. Byrnes. I mean you thought it was pretty serious at the time? 

Mr. Typ1nos. I did. 

Mr. Byrnes. Do you remember whether you sought help from the 
Senator ¢ 

Mr. Typrnas. To my knowledge, I didn’t. 

Mr. Byrnes. You do not remember anything except a conversation 
with Mr. Avis? 

Mr. Typrnes. I don’t remember discussing it with the Senator 
at all, sir. 

Mr. Byrnes. You are sure of that? 
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Mr. Typinas. I say I don’t think I did. 

Mr. Byrnes. You were just going to let nature take its course in 
this particular instance; is that it? 

Mr. Typrnes. No; I don’t say-—— 

Mr. Byrnes. You contacted him on some of these other matters, 
you said. 

Mr. Trprnos. Yes, sir. 

Mr. Byrnes. You were in things pretty deep, were you not? This 
investigation was being made of you. 

Mr. Typrnos. Yes, sir. 

Mr. Byrnes. Is that right? 

Mr. Typr1nos. Yes, sir. 

Mr. Byrnes. Yet you did not contact him in this instance? 

Mr. Typrnos. I don’t think I did. 

Chairman Kran. It seems to me it would have been the natural 
thing to contact the Senator, would it not? Knowing that the Senator 
had taken a special interest in your career, and so forth, the natural 
thing for you to do would have been to go to him and say, “Here; you 
have confidence in me and I got in some trouble here,” and explain 
itto him. I am surprised if you did not. 

Mr. Torry. You have done it in every other instance when you have 
been in trouble, have you not? 

Mr. Typines. Before the matter was entirely over, yes. 

Mr. Torin. But you do not think you did this time? 

Mr. Typrnos. I don’t think so. 

Mr. Torry. Do you deny that you did this time? 

Mr. Typrn@s. I don’t deny. I say I do not remember whether I did 
or not. 

Mr. Torry. In any event, Mr. Tydings, you do recall conferring 
with Mr. Avis in this matter? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrn. After that conference with you, Mr. Avis prepared a 
memorandum which went, over Mr. Mealey’s s signature, to Mr, Woolf. 
That memorandum stated in substance the conversation that he had 
with you. Part of the memorandum reads: 

Mr. Tydings categorically denied that he had had any affair with the young 
lady in question. He stated that he had neither purchased diamonds, nor a fur 
coat for her, nor had he taken her on any official or personal trips as alleged. 

Is that what you told Mr. Avis? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrn. Was it true then? 

Mr. Typrnes. As for the affair, there never was an affair, and I told 
pan yesterday that the coat and the ring were not gifts, but they were 
oans. 

Mr. Tostn. Made at a time when you were borrowing money from 
other people? 

Mr. Typrnas. Yes. 

Mr. Tosrn. But the ring you did admit paying for yesterday, did 
you not? 

Mr. Typrnes. How? 

Mr. Tostn. You did admit yesterday that you paid for the ring 
yourself. 

Mr. Tyornes. I paid for both of them myself, but they were in the 
form of loans, not gifts. 
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Mr. Tostn. Did you loan her the ring? 

Mr. Typ1nes. Loaned her the money. 

Mr. Tosrn. Was it ever repaid $ 

Mr. Tyovtnos. No. 

Mr. Toprn. And it was loaned to her at a time when you yourself 
were trying to borrow money from several other people? 

Mr. Typrnes. That’s right. 

Mr. Byrnes. About these so-called loans, Mr. Tydings, did you 
have any evidence of the amount of her indebtedness to you # 

Mr. Typrnos. No. 

Mr. Byrnes. You could not even remember yesterday how much 
you paid for any of these things, could you? 

Mr. Typrnes. That’s right. 

Mr. Byrnes. You could not remember how much you “loaned”— 
put that “loaned” in quotation marks. 

Mr. Typrnos. That’s right. 

Mr. Byrnes. This girl, could you? 

Mr. Typrnes. No. 

Mr. Byrnes. Is that the way you make loans? You do not keep 
any records? You do not have any idea of the amount of money 
involved ¢ 

Mr. Typrnes. I don’t have any IOU or anything like that for it. 

Mr. Byrnes. Did you ever ask her to repay the amount that you 
had advanced her ¢ 

Mr. Tyovrnas. I did. 

Mr. Byrnes. What did she tell you? 

Mr. Typines. Didn’t have it. 

Mr. Byrnes. But you considered them a loan even though you 
never kept track of how much money was involved at all? 

Mr. Typrnes. I did consider it a loan, yes, sir. 

Mr. Byrnes. When you asked her to repay you, did you tell her 
how much she owed you? 

Mr. Typrnes. No. 

Mr. Byrnes. You never had any understanding with her as to the 
amount she owed you ? 

Mr. Typrnes. She knew. 

Mr. Byrnes. Did you know? 

Mr. Typines. At that time, I did, yes. 

Mr. Byrnes. When was the last time that you asked to have this 
loan repaid ? 

Mr. Typtnes. Several years ago. 

Mr. Byrnes. You mean 1950? 

Mr. Typrtnes. No; before that. 

Mr. Byrnes. 1949? 

Mr. Typines. 1948 or 1949. 

Mr. Byrnes. What was the date of that gift ? 

Mr. Torin. 1946, sir. December 1945 and the spring of 1946. 

What was this woman’s salary at the time, Mr. Tydings? 

Mr. Typin@s. I don’t know. 

Mr. Torin. Was she not a GS-3? 

Mr. Typrnes. I don’t know. 

Mr. Torry. What would the salary of a GS-3 be approximately ? 

Mr. Typinas. I don’t know. 

Mr. Tosrn. $2,000 a year? 
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Mr. Typinos. I don’t know. 

Mr. Tosin. $2,500? 

Mr. Typr1nos. I don’t know, I said. 

Mr. Tosrx. Not much more than that though, would it? It would 
not be much more than that? 

Mr. Typinos. I don’t know what it is. 

Mr. Byrnes. You know it is not very much / 

Mr. Typ1nas. I know it isn’t very much, yes. 

Mr. Tostn. The total amount of money involved in these loans was 
at least around a thousand dollars, was it not? 

Mr. Typtnes. Just about. 

Mr. Tosntn. Probably more than that, was it not ? 

Mr. Typines. No, I don’t think so. 

Mr. Tosrn. For a person of the salary income of this amount that 

Sa pretty big loan. 

Mr. Byrnes. Why would you make a loan to this particular in- 
vidual under these circumstances, Mr. Tydings ? 

Mr. Typines. This young girl, about 18 years old, had a whirlwind 
love affair with a young Army officer. This girl came from a poor, but 
honest family, and she had her ring. They were to be married. The 
office had given her parties and she wanted clothes when she went 
up to see her in-laws. That’s why I did it. 

Mr. Byrnes. What would having a fur coat and a fancy wrist 
watch and finger ring have to do with her going up to visit her in- 
laws? What would that have to do with this story vou tell us now? 

Mr. Typines. You asked me why I did it. 

Mr. Byrnes. Yes. 

Mr, Typinés. That’s why. She wanted to put on a good front. 

Mr. Byrxrs. Why would you do it for her? 

Mr. Typrnos. No reason. 

Mr. Byrnes. There are a lot of people who would like to put on a 
vood front, are there not ? 

Mr. Typrnes. Yes. 

Byrnes. I imagine there are other people around who would 
like to have a fur coat, too. 

= Typinas. Yes, sir. 

Mr. Byrnes. Why did you have to shower this young lady with all 
of Bas things i in a comparatively short period of time? 

Mr. Typinas. I tried to help her; that was all. 

Mr. Byrnes. Did you think that was helping her, to put her into 
debt for things like a finger ring, a watch, and a fur coat? Did 
you think that was helping her ? 

Mr. Typrnes. I don’t know. That’s my explanation, sir. That’s 
the reason I did it. 

Mr. Byrnes. Did she ask you for any other loans? 

Mr. Typtnoes. No. 

Mr. Tost. Mey bought the ring yourself, did you not? 

Mr. Typrnas. I did. 

Mr. Tortn. For $495? 

Mr. Typrnes. I don’t know what the price was, but I bought it. 

Mr. Tostn. I showed you yesterday a bill of sale in the amount of 
$195 made out to you. 

Mr. Typrnes. Yes. 
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Mr. Tosin. And we noted that a check in that precise amount 
cleared your account in Atlanta as your purchase. 

Mr. Typrnes. Yes. 

Mr. Tosrn. That indicates pretty conclusively that you bought 
that ring. 

Mr. Typines. That was the coat that you were talking about. 

Mr. Tosin. The coat was $495 ? 

Mr. Typrnes. One or the other: I don’t know which it was. 

Mr. Torry. I will show you, if you like, the bill of sale made out 
to you, if it will help you, in the amount of $495. 

Mr. Typines. You showed it to me yesterday. 

Mr. Topsrn. In any event, Mr. Tydings, these loans that you made 
at the time you were yourself borrowing equally supstanti: ul amounts 
of money from other people have not been repaid 

Mr. Typinas. I paid off mine. 

Mr. Torry. The loans that you made, however, at the same time 
have not been repaid to you? 

Mr. Typrnas. Yes, si 

Mr. Toprn. And ar made no effort to have them repaid ? 

Mr. Typrnes. No. 

Mr. Tosrn. Also in Mr. Avis’ memorandum of your conference, he 
states your then explanation of your attempt to borrow mone y from 
Mr. Max Cohen of the Oasis } Night Club in Baltimore: 


He stated in substance that his sister, Mrs. E. H. Lewis, East Orange, N. J., 
was about to lose her home and had prevailed on him for funds and that not 
being able to obtain funds from any other source, he had written the letter to 
Cohen. 

Is that the explanation you gave Mr. Avis at that time? 

Mr. Tprneas: Yes, sir. 

Mr. Tosrn. Was it true when you gave it? 

Mr. Typrnes. It is true. 

Mr. Tosrn. So that in February 1947 you were trying to get money 
to your sister in East Orange, N. J.; is that right? 

Mr. Typines. Yes, sir. 

Mr. Tosrn. Why were you trying to borrow money from the Bank 
of Atlanta in April of 1946? 

Mr. Typrnes. For the same purpose. 

Mr. Tostn. But you loaned that money to this employee in your 
office instead of loaning it to your sister, did you not? 

Mr. Typrines. Part of it. 

Mr. Tostn. Did you have other funds available for loans at this 
time? 

Mr. Typrnos. No. 

Mr. Tostn. You have previously testified that you sent the entire 
proceeds of this loan from the Bank of Atlanta to your sister in East 
Orange, N. J. Now it appears that a substantial portion of those 
procee eds were instead loaned to this woman in your office; isn’t that 
so? 

Mr. Typrnes. The amount of the loan was substantially sent to 
my brother-in-law. 

Mr. Tostn. How much? 

Mr. Typrnes. I told you yesterday $2,000, $500, and $200. 

Mr. Tostn. Sent in checks from the First National Bank? 

Mr. Typincs. Sent in checks from the First National Bank. 
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Mr. Torrn. And you were able to send $2,700 to your sister in East 
Orange, N. J., and loan at least another thousand dollars to this 
woman in your office at the same time that you were repeatedly bor- 
rowing considerable sums of money from subordinates of yours in 
the Atlanta office; is that your testimony ? 

Mr. Typrnes. That’s right. 

Mr. Tosrtn. After this conference in Washington with Mr. Avis 
on October 9 of 1947 you returned to Atlanta; is that right? 

Mr. Typrnes. Yes, sir. 

Mr. Torry. Thereafter, did you write a personal letter to Mr. 
Mealey with respect to these matters? 

Mr. Typrnes. I don’t know whether I did or not. 

Mr. Tosrn. Do you recall writing such a letter? 

Mr. Typos. I say I don’t know. 

Mr. Tozsrn. You do not recall writing such a letter? 

Mr. Tydings, I show you a letter dated October 22, 1947, and ap- 

arently sent by you from Atlanta, Ga., to Mr. Mealey and I ask you 
if this is the letter that you did send to Mr. Mealey at that time? 

Mr. Types. Yes, sir. 

Mr. Tosrn. Mr. Chairman, may this letter be incorporated in the 
record at this point? 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to is as follows:) 

ATLANTA, GA., October 22, 1947. 

Dear Mr. Meatey: When I was in your office on October 9, 1947, with Mr. 
Avis, the opportunity did not present itself for me to give you the true picture 
of the situation in Atlanta. 

In this district, there are many Republicans. The supervisor is one, and my 
aide, also. Quite a number of the special investigators belong to that political 
party. During the Democratic administration, they have remained underground, 
as far as expressing themselves or even letting it be known, except when abso- 
lutely necessary. I certainly have made no political issue here. They all know, 
however, I am a first cousin of Senator Millard E. Tydings. 

With the 1946 election under their belts and the Republican control of Con- 
gress, they started coming out in the open and declaring themselves as Re- 
publicans. 

This is purely a political move here to discredit and embarrass me—and then 
ask the Bureau to move me, because I have lost my effectiveness in the district. 
Most of this campaign has been of the “whisper” type; however, I have been 
able to find one or two tangible instances. 

Attached are copies of an exchange of correspondence between my office and 
the office of the investigator in charge, Alabama. The contents of the letters 
from the investigator in charge definitely prove the supervisor is trying to em- 
barrass me, The post of duty at Dothan, Ala., was closed because the taxpayers’ 
money spent for salary and expenses on Investigator R. B. Phillips ($4,024.20 
salary, plus approximately $2,000 expenses in per diem, auto repairs, and gaso- 
line) could no longer be justified. Phillips seized only 520 gallons of mash dur- 
ing the last 12 months at that post of duty. Had this mash been distilled into 
whisky and sold, there would have been a fraud on the revenue of $468. In view 
of the present economy-minded Congress, I did not feel I was carrying out the 
duties of my office in the best interest of the Bureau to spend $6,000 a year of 
the taxpayers’ money to prevent a fraud of $468 a year. Phillips was trans- 
ferred to Birmingham, Ala., where each investigator had seized an average of 
9,000 gallons or prevented a fraud of $8,100, at an expense of $6,000 to the tax- 
payers. 

There is no way humanly possible for the supervisor to justify reopening the 
Dothan post of duty, and returning Phillips (a Republican)—or the method used 
by him in reopening it, other than to embarrass me before those under my direct 
supervision, 

I have not taken up this matter with Millard, but I do not propose to be “sand- 
wiched in” between a Republican supervisor and a Republican aide, and have 
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them gnawing at the foundation of my position, and knifing me at every turn, 
in order to get my position for one of their political faith, without a struggle. 

This office has been a hotbed of gossipers ever since the supervisor returned 
from the Army. He seems to thrive on it and encourage it. He, personally, has 
told me he went into the Army because the situation in the office had gotten out 
of hand. 

I have not resorted to transmitting gossip and don’t intend to. Anything I 
have to say or any report submitted by me dwell upon facts and I'll put them in 
writing and not by telephone, so there will be no record to pop up as a ghost later. 

As a politician, I do not believe you will stand for power-thirsty Republicans 
smearing the record of a Democratic employee who has worked long and hard to 
receive the recognition shown me by the Bureau. 

This is a personal letter, in every sense of the word, and it will be appreciated 
if it is received as such and held in confidence. 

Sincerely, 
(Signed) DonaAtp 8S, Typrnes. 


Mr. Tostn. This is what you wrote to Mr. Mealey: 


When I was in your office on October 9, 1947, with Mr. Avis, the opportunity 
did not present itself for me to give you the true picture of the situation in 
Atlanta. 

In this district, there are many Republicans. The supervisor is one, and my 
aide, also. Quite a number of the special investigators belong to that political 
party. During the Democratic admiinstration, they have remained underground, 
as far as expressing themselves or even letting it be known, except when abso- 
lutely necessary. I certainly have made no political issue here. They all know, 
however, I am a first cousin of Senator Millard E. Tydings. 

With the 1946 election under their belts and the Republican control of Congress, 
they started coming out in the open and declaring themselves as Republicans. 

This is purely a political move here to discredit and embarrass me—and then 
ask the Bureau to move me, because I have lost my effectiveness in the district. 
Most of this campaign has been of the “whisper” type; however, I have been able 
to find one or two tangible instances. 


Then you recite the difficulties that you had with the office of the 
investigator in charge in Alabama and point out that you had taken 
a step, in view of the economy-minded Congress to save money. After 
noting that the transfer that you made was apparently irritating to 
the person transferred and also that he was a Republican, you stated: 

I have not taken up this matter with Millard, but I do not propose to be 
“sandwiched in’ between a Republican supervisor and a Republican aide, and 
have them gnawing at the foundation of my position, and knifing me at every 
turn, in order to get my position for one of their political faith, without a 
struggle. 

Chairman Kean. May Linterrupt? When you talked about Millard 
in that letter, that meant Senator Tydings? 

Mr. Tyrprnos. Yes, sir. 

Chairman Kean. Go ahead. 

Mr. Tosin (reading) : 

This office has been a hotbed of gossipers ever since the supervisor returned 
from the Army. 

That is Mr. Hearington, is it not? 

Mr. Typrnos. Yes, sir. 

Mr. Tosin (reading) : 

He seems to thrive on it and encourage it. He, personally, has told me he 
went into the Army because the situation in the office had gotten out of hand. 

I have not resorted to transmitting gossip and don’t intend to. Anything I 
have to say or any report submitted by me dwell upon facts, and I'll put them in 
writing and not by telephone, so there will be no record to pop up as a ghost 
later. 


29091—53—pt. A-—25 
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As a politician, I do not believe you will stand for power-thirsty Republicans 
smearing the record of a Democratic employee who has worked long and hard 
to receive the recognition shown me by the Bureau. 

This is a personal letter, in every sense of the word, and it will be appreciated 
if it is received as such and heid in confidence. 

Was this letter, Mr. Tydings, your explanation for the charges made 
against you on October 9? 

Mr. Typrnes. No; the general situation that existed in Atlanta. 

Mr. Torrn. What was the purpose in writing this letter to Mr. 
Mealey ? 

Mr. 'Typrnos. I think I stated it—to give him a picture of the situa- 
tion in Atlanta. 

Mr. Torin. You were having difficulties in Atlanta resulting in 
gossip and scandalmongering about you because you were a Demo- 
crat and everybody else was a Republican ? 

Mr. Typines. No. I didn’t say that. 

Chairman Kean. Mr. Tydings, was it necessary for civil-service 
employees of the Alcohol Tax Unit who happened to be Republicans 
to remain underground as far as expressing thighaslvent 

Mr. Typrnes. No, sir. 

Chairman Kran. Why did you say that then? Why did they do 
it? You said: 

During the Democratic administration, they— 


you are talking about the civil-service employees of the Alcohol Tax 
Unit who are Republicans— 

have remained underground as far as expressing themselves or even letting 
it be known, except when absolutely necessary. 

Letting it be known they are Republicans? 

Mr. Tyres. Yes, sir. 

Chairman Kran. Was it necessary for the employees in the Alcohol 
Tax Unit who were Republicans to remain underaroand and not let 
it be known? 

Mr. Typines. No, sir. 

Mr. Torrn. What was the meaning of this phrase, “ ‘sandwiched in’ 
between a Republican supervisor and a Republican aide”? Was that 
the fact in Atlanta ? 

Mr. Typ1nes. That’s what it was. 

Mr. Torin. That you were sandwiched in? 

Mr. Typrnes. There was a supervisor on one side and an aide on 
the other. 

Mr. Torntn. And because of your different political affiliations, there 
was friction between you in the course of your official work ? 

Mr. Typrnes. There was friction. 

Mr. Toprn. Because they were Republicans and you were a Demo- 
crat ¢ 

Mr. Typrnes. I don’t know. That’s what I attributed it to. 

Mr. Tosntn. Why would that be? 

Mr. Typrnes. From the day I landed there—— 

Mr. Tosrn. You were being persecuted by the employees and the 
district supervisor because you were a Democ rat? 

Mr. Typrnes. No; I didn’t infer that, sir. 

Mr. Tonrn. What did you mean then when you wrote this letter 
to Mr. Mealey? 

Mr. Typines. I told him what the situation was there. 
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Mr. Tourn. Aren’t you telling Mr. Mealey in this letter that all of 
these matters that resulted in your being called to Washington were 
simply rumors circulated by Republicans who were after you be- 
cause you were a Democrat ? 

Mr. Typines. No, no, no, no. If you will check into the record you 
will find that Atlanta has been a constant source of gossip for long 
before I went there, and will be after. 

Mr. Tosin. In any event, it was certainly true while you were 
there ? 

Mr. Typines. Anonymous letters had always been coming in from 
down there. 

Mr. Tosin. Did you ever send in any anonymous letters, Mr. 
Tydings? 

Mr. Typines. No, sir. 

Mr. Tosrn. Mr. Tydings, during the period when these investiga- 
tions were in progress in 1947 and 1948, a great volume of anonymous 
letters came to the President, the Secretary of the Treasury, the Com- 
missioner of Internal Revenue, the Deputy Commissioner, the chair- 
man of the Democratic National Committee, and others all alleging 
various indications of misconduct or worse in the Atlanta office and 
noting that the supervisor, his aide, and several other people were 
Republicans, the same allegations that you make in this letter to Mr. 
Mealey. 

Mr. Typrnes. I didn’t send any anonymous letters. 

Mr. Tosin. You did not write any anonymous letters? 

Mr. Typrnes. No. 

Chairman Kran. Do you know who did write them ¢ 

Mr. Typrnes. No, sir; I don’t. 

Chairman Kean. You did not instigate the letters? 

Mr. Typines. No, sir; I didn’t. 

Mr. Byrnes. Do you have a copy of that letter before you? 

Mr. Typinos. Yes, sir. 

Mr. Byrnes. In the fourth paragraph, Mr. Tydings, you say: “This 
is purely a political move here to discredit and embarrass me.” What 
are you talking about when you say, “This is a political move”? What 
move or what situation are you talking about, the charges that were 
made against you and the allegations that were being investigated ; 
is that what you refer to? 

Mr. Typtnes. No; I don’t think so; no. 

Mr. Byrnes. What do you refer to? 

Mr. Typinecs. Well—— 

Mr. Byrnes. What were you talking about when you said, “This 
is purely a political move here to discredit and embarrass me”? 

Mr. 'Typrnes. The general atmosphere there. 

Mr. Byrnes. What is there about an atmosphere that is a political 
move? I am just trying to understand what you are referring to in 
calling Mr. Mealey’s attention to this. Do I understand that this 
letter was written a short time after you were called to Washington 
to discuss certain charges that had been made against you, the affair 
with the young lady and other things; is that right? 

Mr. Typrxes. Yes. 

Mr. Byrnes. This was written right afterward ? 

Mr. Typines. Some time after that; yes, sir. 
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Mr. Byrnes. Isn’t that what you are talking about here when you 
say those charges really are a political move to embarrass you? 

Is that not what you have reference to? 

Mr. Typines. Anything that they could report me for I was re- 
ported for ; just a general trend of things there, that’s all. 

Mr. Byrnes. But were you telling about these charges of buying 
a fur coat 

Mr. Typrnes. No. Another thing came up about this same time, 
that a bootlegger told some men that he sould get a case report for 
$500. That was immediately reported to Mr. Hearington and he 
reported that I was the one who was selling the case reports, which 
was completely disproved. That’s why I say that was continuously— 
there were a lot of things that happened down there that never got to 
investigation, little things like that, that were immediately disproven 
and never came to the public eye. 

Mr. Byrnes. But you were making the contention that many of 
these charges that were made against you were done as a political 
maneuver to embarrass you. 

Mr. Typines. No. The whole general atmosphere, as I say, down 
there was that way. 

Mr. Tonry. When did you next contact Senator Tydings? 

Mr. Typrnes. I don’t know. 

Mr. Torin. When were you next summoned to the Bureau for a 


conference after derogatory information about you was received in 
Washington ? 


Mr. Typrnes. I don’t know. 

Mr. Tosrn. We have asked you several times, Mr. Tydings, about 
your having borrowed money from subordinates in your office and then 
thereafter refusing to repay that money. Were you called to Wash- 
ington in early 1948 with respect to that matter ? 

Mr. Typros. I don’t know. 

Mr. Tosin. Were you ever called to Washington, Mr. Tydings, and 
at such a meeting in Washington, was there a discussion as to these 
loans that you had made from subordinates and which you had not 
repaid ? 

Mr. Typrnes. I don’t think that was the subject of my being called 
into Washington. 

Mr. Torrn. You don’t think so? 

Mr. Typrnos. I don’t think that was the subject matter that I was 
called in about. 

Mr. Torsrn. Were you in Washington for a conference with people 
in the Bureau in February of 1948? 

Mr. Typrnes. I don’t know whether I was or not. 

Mr. Tostn. At any time in 1948? 

Mr. Typrnes. I don’t know. The records will show that. I don’t 
know. 

Mr. Tontn. Were you ever at a conference with Mr. Avis on the 
subject of these loans from Mr. McPherson and Mr, Johnston, for 
example? 

Mr. Typinos. Yes, sir. I think Mr. Avis was the man who told me 
about it. 

Mr. Tosrn. When was that? 
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Mr. Typrnes. I don’t know when it was, but when I went back home 
I paid them and then wrote them a letter which you exhibited the 
other day. 

Mr. Tosrn. That letter was dated February 27, 1948. 

Mr. Typinos. Yes, sir. 

Mr. Tostn. And it was shortly prior to writing that letter that you 
talked to Mr. Avis in Washington about this? 

Mr. Typrneos. I think so. 

Mr. Tosrn. At that time, did you contact the Senator ? 

Mr. Typ1n@s. No, sir. 

Mr. Tostn. Are you sure? 

Mr. Typrncs. No, I’m not sure, but I don’t think I did. 

Mr. Tostn. Do you deny that you did? 

Mr. Typrnes. I don’t deny it, but I don’t think that I did. 

Mr. Tosrn. Is it likely that you did? 

Mr. Typtnos. I told you I didn’t know. 

Mr. Tonrn. Well, it had been your habit over some years, Mr. Ty- 
dings, to contact the Senator whenever you were in trouble, had it 
not 7 

Mr. Typrnes. Well, the matter of repaying the loans I wouldn’t 
have considered any serious trouble. Mr. Avis told me about it and 
I went back and paid it off. 

Mr. Tostn. You do not think it was serious trouble for an officer in 
the Bureau to borrow money from his subordinates and then refuse 
{o repay it until directed to do so by his superior ? 

Mr. Typrnes. I say it wasn’t good pee at all, but I don’t con- 
sider that serious, that being anything outside of departmental 
matters. 

Mr. Tosrtn. In any event, you do not think you talked to Senator 
Tydings about it ? 

Mr. Typrnes. I don’t think I did. 

Mr. Tosrn. Well, on February 9, 1948, Mr. Tydings, Senator 
Tydings wrote to Mr. Mealey a letter labeled “Personal and 
confidential” : 


DEAR Mr. MEALEY: Following up our recent talk in regard to Mr. Donald 
Tydings who is stationed in Georgia, I am enclosing herewith a letter together 
with enclosures which I have just received from him. 


I believe it is true and I would appreciate it if you would read it and then 
return it to me. 


Thanking you and with best wishes, I am, 
Sincerely yours, 


(Signed) M. E. Typines. 


Did you send a letter to Senator Tydings at this time? 
Mr. Typtnos. I couldn’t tell you to save my soul. 

Mr. Tosrn. He said you did. 

Mr. Typrnas, Yes, sir, he said I did. 

Mr. Tostn. Do you deny that? 

Mr. Typrnes. No, but I don’t remember it. 

Mr. Tostn. Do you think you did? 

Mr. Typrnes. I don’t know, I told you. 

Mr. Tosrn. Do you think that Senator Tydings imagined it? 
Mr. Typrnas. No, I don’t think he imagined it. 

Mr. Tostn. So it is likely that you sent such a letter? 
Mr. Typrnes. Yes. 
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Mr. Tostn. So apparently you did contact him? 

Mr. Typrnes. I don’t know what it contained. 

Mr. Tostn. Mr. Chairman, may this letter be made part of the 
record ? 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to is as follows :) 

UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
February 9, 1948. 
Personal and Confidential. 
Mr. Carrot E. MEALEy, 
Deputy Commissioner, Alcohol Tax Unit, 
Bureau of Internal Revenue, 
Washington, D. C. 

DeaAR Mr. MEALEY: Following up our recent talk in regard to Mr. Donald 
Tydings who is stationed in Georgia, I am enclosing herewith a letter together 
with enclosures which I have just received from him. 

I believe it is true and I would appreciate it if you would read it and then 
return it to me. 

Thanking you and with best wishes, I am, 

Sincerely yours, 
(Signed) M. E. Typinecs. 

Mr. Torry. On February 17, 1948, Mr. Tydings, Mr. Mealey wrote 
Senator Tydings a letter: 

My Drar SENATOR: Enclosed herewith you will find a letter received 
from Mr. Donald Tydings, which was forwarded to me with your letter of 
February 9. 

Donald was in today, and we had a very satisfactory conference. He as- 
sured me that he would see you before he returns to Atlanta and explain 
everything to you. 

With best wishes, I remain 

Sincerely, 
CARROLL E. MBALEY, 
Deputy Commissioner. 

Did you assure Mr. Mealey that you would see Senator Tydings 
before you returned to Atlanta ? 

Mr. Typrnes. I have no recollection of any conversation I had 
with Mr. Mealey. 

Mr. Torry. Do you deny that? 

Mr. Typrnes. I don’t deny it; no. 

Mr. Tosrn. Why do you suppose he said it ? 

Mr. Typrnes. I don’t know why he said it. 

Mr. Tostn. Isn’t it likely that he said it because you had so assured 
him ¢ 

Mr. Typrnos. I would take it from that letter ; yes. 

Mr. Tostn. Did you go see the Senator and explain everything 
to him? 

Mr. Typrnoas. I don’t know whether I went or not. I don’t remem- 
ber the conversation with Mr. Mealey to that effect at all. 

Mr. Torry. Do you remember a conversation with Senator Tydings 
to that effect ? 

Mr. Typinos. No, sir. 

Mr. Tostn. But you do not deny, do you, on the basis of Mr. 
Mealey’s letter, that in fact you did assure him that you would see 
Senntee? Tydings before returning to Atlanta and explain everything 
to Senator Tydings? 
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Mr. Typrncs. I apparently did tell him. 

Mr. Tosrn. So, it appears that you did contact the Senator at that 
time; isn’t that right? 

Mr. Typies. It would appear so, but I have no recollection of it. 

Mr. Torsrn. When did you first contact Senator Tydings with re- 
spect to your becoming district supervisor in Atlanta? 

Mr. Typrnes. I don’t know. 

Mr. Tosrn. When did you first learn that Mr. Hearington was 
going to’ retire? 

Mr. Typrnes. I don’t know the date. y 

Mr. Topsrn. Mr. Tydings, on February 8, 1949, Senator Tydings’ 
secretary, Miss Barger, called Deputy Commissioner Mealey in the 
Alcohol Tax Unit. It was Mr. Mealey’s practice at that time to 
have his secretary, Miss Alberta Cissel, listen in on these telephone 
conversations and make shorthand notes thereof. These notes have 
now been transcribed for our use. Miss Barger called on February 
8, 1949, and she said to Mr. Mealey 


The Senator wanted to talk with you right away. He has information on 
matter of interest to him. But he has gone to the committee meeting. Asked 
me to tell you he just learned that Hearington is under consideration for re- 
tirement, and you know of the Senator’s interest in Donald Tydings. Asked me 
to express hope to you that no action would be taken in adjustment of appoint- 
ment down there that might not be in Donald Tydings’ interest, until he does 
talk to you. 


Mr. Mealey replied: 


Am sure there won't be. Mr. Hearington’s papers are in the offing, and so 
there will be some little time before action is taken. I will get in touch with 
you when there is. 


Miss Barger said: 


Will you please? You know, of course, of the Senator’s interest in Donald 
Tydings. You will keep in touch with us? 

Mr. MEALEY. Yes; I will. 

It appears from this telephone conversation, Mr. Tydings, that 
somebody had told Senator Tydings, either on or before February 8, 
1949, that Mr. Hearington was going to retire. Now, who would 
have told the Senator that ? 

Mr. Typines. Could have been me. 

Mr. Tosrn. Could have been you ? 

Mr. Typines. I don’t know. 

Mr. Torry. Could it have been anybody else ? 

Mr. Typrnos. I don’t think so. 

Mr. Torry. That was the first occasion on which you contacted 
Senator Tydings to get a promotion for you ? 

Mr. Typrnos. I think so. 

Mr. Tontn. Now, Mr. Tydings, is this the first time in your entire 

vareer in the Bureau of Internal Revenue, Alcohol Tax Unit, the first 
time since you entered the service in 1933, that you asked Senator 
Tydings to help you get a promotion ? 

“Mr. Typrnes. To the best of my knowledge and belief, it is the 
first time I ever asked him to help me get a promotion or a raise. 

Mr. Torry. And you understand that « question ? 

Mr. Typrnes. Yes, sir; I do. 
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Mr. Tosrn. On February 17, Mr. Mealey called Miss Barger. 
[Reading :] 


Mr. MEALEY. I promised you that when Mr. Hearington’s papers cleared, I 
would tell you. They were cleared as of March 4. 

Miss Barerk. I see. Then you have Mr. Tydings’ name before you, and I 
know the Senator wants to express his interest in Mr. Tydings. When will 
this matter be taken under advisement? 

Mr. Meatey. Most any day. I think possibly, if the Senator is interested 
enough, he should file letter for the record, possibly with the Secretary of the 
Treasury. 7 

Miss Barcer. Thank you for calling, and I will get word to the Senator right 
away that Hearingtén’s retirement will be effective March 4, In the meantime, 
will he be away from office, or is the effective date March 4? 

Mr. Meatey. That is right. 


Did you ask Senator Tydings to write a letter then to the Secre- 
tary of the Treasury urging your appointment as district super- 
visor ? 

Mr. Typrnos. No, sir; I didn’t know of this phone conversation 
at all. 

Mr. Torry. I asked you, Mr. Tydings, if you had asked Senator 
Tydings to write a letter in your behalf to the Secretary of the 
Treasury. 

Mr. Typrves. Not that I know of; no. 

Mr. Tosry. On February 23, 1949, Mr. Tydings, your cousin, Sen- 
ator Tydings, did write to the Secretary of the Treasury. [Reading:] 
Hon. JoHn W. SNYDER, 

Secretary of the Treasury, 
Department of the Treasury, Washington, D. C. 
DEAR JOHN: Since our recent conversation in regard to Donald 8. Tydings— 


What would that recent conversation be ? 
Mr. Typrtnes. I don’t know what conversation he meant. 
Mr. Toxsrn (reading) : 


I am advised that the application for retirement of Mr. William D. Hearington, 
district supervisor of the Alcohol Tax Unit, Atlanta, Ga., has been processed, 
effective as of March 4. 

As you will recall, I spoke to you in behalf of Mr. Tydings to succeed Mr. 
Hearington as district supervisor. You will note from your files that he has 
served as assistant district supervisor in the Atlanta office since May 1944, 
where he has done an excellent job. 

I know him well and to be a good all-around man; and I believe that he is 
well qualified and fitted to fill the position of supervisor. I am glad to again 
express my personal interest in him and to recommend him warmly for this 
deserved promotion. 

With best wishes and kind regards, I am 

Sincerely yours, 
(Signed) M. E. Typtncs. 

May that letter go in the record, Mr. Chairman? 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows:) 

Untrep States SENATE, 


COMMITTEE OF ARMED SERVICES, 
February 23, 1949. 


Hon. Joun W. SNyYpERr, 
Secretary of the Treasury, 
Department of the Treasury, Washington D. C. 
Dear JoHN: Since our recent conversation in regard to Donald S. Tydings, 
I am advised that the application for retirement of Mr. William D. Hearington, 
district supervisor of the Alcohol Tax Unit, Atlanta, Ga., has been processed, 
effective as of March 4. 
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As you will recall, I spoke to you in behalf of Mr. Tydings to succeed Mr. 
Hearington, as district supervisor. You will note from your files that he has 
served as assistant district supervisor in the Atlanta office since May 1944, 
where he has done an excellent job. 

I know him well and to be a good all-around man; and I believe that he is 
well qualified and fitted to fill the position of supervisor. I am glad to again 
express my personal interest in him and to recommend him warmly for this 
deserved promotion. 

With best wishes and kind regards, I am 

Sincerely yours, 
(Signed) M. E. Typrnes. 


Mr. Tosrn. You did not ask Senator Tydings to write that letter? 

Mr. Typrnes. No. 

Mr. Tontn. Apparently your first contact with the Senator was on 
or before February 8. 

Mr. Typrnes. I think, as I recall, when I first heard—I didn’t go 
after the job while the man was still on the job. When I heard that 
he was going to retire, then I contacted the Senator. 

Mr. Torin. Seeking that you get due consideration ? 

Mr. Typ1nes. Due consideration. 

Mr. Tosrn. Nothing more? 

Mr. Typrnes. That’s all. 

Mr. Torin. Due consideration would mean what? 

Mr. Typrnecs. 'To be considered for it, among the applicants. 

Mr. Tosrn. But not to get any special preference because you had 
a cousin in the Senate? 

Mr. Typines. No, sir. 

Mr. Tosrn. Who was designated as acting district supervisor, Mr. 
Tydings ? 

Mr. Typines. W. G. Malsie. 

Mr. Tosin. When was he designated as acting district supervisor ? 

Mr. Typines. He came there the date that Hearington retired. 

Mr. Torin. That was on March 4, 1949, was it not? 

Mr. Typtnos. I think so, 

Mr. Tosrn. And that was a Friday, was it not? 

Mr. Typrnes. I don’t know whether it was Friday, Monday, or 
what. 

Mr. Torry. I think it was. Did you contact Senator Tydings that 
day? 

Mr. Typinos. I think I did, contacted him that an acting supervisor 
had been sent there. 

Mr. Tosrn. That was a surprise to you, was it not, that somebody 
else was sent there instead of you? 

Mr. Typines. No, I wasn’t surprised. I didn’t know the significance 
of it and I wanted to find out. 

Mr. Torrn. What did you do? Did you call the Senator? 

Mr. Typrnoas. I don’t know what means of communication I had with 
him. 

Mr. Torsrn. Mr. Tydings, on March 4, 1949, there was a telegram 
sent which reads as follows: 

Senator MILLarp BF. TyDINecs, 
Senate Office Building, 
Washington, D. C. 

I want this appointment down here as supervisor even if it is necessary to go 
direct to the President. Through my hard work and efforts alone this district 
is being raised from grade B to grade A which will carry higher salaries and 











390 INTERNAL REVENUE INVESTIGATION 


an outsider who has contributed nothing to bring this about should not be per- 
mitted to come in and benefit by my hard work especially a Republican. One of 
the clique of former special agents that has run the Alcohol Tax Unit since 
prohibition days. 

That telegram is signed with your name, Donald S. Tydings. Did 
you send that? 

Mr. Typincs. Apparently I did, sir. 

Mr. Tostn. Did you send that telegram ? 

Mr. Typines. I think I did. 

Mr. ‘Tonin. When you say: 

I want this appointment down here as supervisor even if it is necessary to go 
direct to the President, 

Is that what you mean by asking for due consideration ? 

Mr. Typrnes. After I saw who had come there, I knew that any 
consideration was not to be given me. 

Mr. Tonin. Mr. Chairman, may this telegram be put in the record, 
please / 

Chairman Kran. Without objection, it is so ordered. 

(The material referred to is as follows:) 

ATLANTA, GA., March 4, 1949. 
Senator MILLARD E. TyDINGs, 
Senate Office Building, Washington, D. C.: 

I want this appointment down here as supervisor even if it is necessary to go 
direct to the President. Through my hard work and efforts alone this district 
is being raised from grade B to grade A which will carry higher salaries and an 
outsider who has contributed nothing to bring this about should not be permitted 
to come in and benefit by my hard work, especially a Republican, one of the 
clique of former special agents that has run the Alcohol Tax Unit since pro- 
hibition days. 

Donatp 8. Typrnes. 

Mr. Toptn. So that after Mr. Malsie came to Atlanta you decided 
to get a little more than due consideration ? 

Mr. Typrncs. Yes, sir. 

Mr. Tonry. What were you after from the Senator now ? 

Mr. Typ1ncs. For him to try to get the job for me. 

Mr. Tosrn. You wanted him to get the job for you, period? 

Mr. Typinos. Yes sir. 

Mr. Tosin. To use all his strength and influence to get it; isn’t that 
right ¢ 

Mr. Typrnes. Whatever he had; yes, sir. 

Mr. Tornrn. Whatever he had, including going direct to the Presi- 
dent if necessary ? 

Mr. Typines. That’s right, sir. 

Mr. Tosin. Mr. Malsie was objectionable to you on many grounds, 
but, among others, was the fact that he was a Republican ? 

Mr. Typrnes. No. 

Mr. Torrn. Well, you said so; did you not? 

Mr. Typrnos. I didn’t say he was objectionable to me at all. 

Mr. Tosrn. Not Malsie as such, but “an outsider who h: is contributed 
nothing to bring this about * * * especially a Republican.” What 
did that have to do with whether Mr. Malsie should get the job you 
wanted ? 

Mr. Typines. Nothing at all. 

Mr. Tosrn. W hy did you point that out to the Senator? 

Mr. Typrnes. That’s what I put in there. 
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Mr. Tosry. You thought he ought to know that? 

Mr. ‘T'yprnes. I gave it to him for what it was worth. 

Mr. Tostn. This was a civil-service job; was it not é 

Mr. Typrnes. Yes, sir. 

Mr. Torrn. Did you ask Senator Tydings to do anything else other 
than go direct to the President if necessar y! 

Mr. Typrnes. No, sir. 

Mr. Tostn. Did you ask Senator Tydings to get other Senators to 
join with him in an effort to make you district supervisor? 

Mr. Typrneos. I did not. 

Mr. 'Tontn. Are you sure of that? 

Mr. Typrnes. I don’*t—— 

Mr. Tosrn. You asked him also to find out what it meant when Mr. 
Malsie was made acting; did you not? 

Mr. Typines. Yes, sir. I found out. He sent me a copy of a letter 
from Mr. Mealey saying that I was still being given consideration and 
that it was the custom of the Bureau not to appoint a man acting when 
he was being cones for the job. 

Mr. Torntn. Mr. Tydings, on March 7, the following Monday after 
the March 4 appearance of Mr. Malsie coming on the previous Friday, 
on Monday, Miss Barger called Mr. Mealey 


Miss Barger. Called the other day about Donald Tydings. 

Mr. MrALEY. Yes, my secretary said. 

Miss Barger. Several people had brought to our attention that someone had 
gone down there to take over as acting district supervisor and we just wondered 
what the explanation was for that. 

Mr. MrAey. Well, there isn’t any, really, except that we had previously done 
things like that, especially when we had not known what we were going to 
do on the district supervisor. 

Miss BArcrr. Understood that from Miss Cissel. That you bring in someone 
as not under consideration for the position until something is decided. 

Mr. Mreatry. Yes, but it would not preclude the person acting from consider- 
ation. 

Miss Barcer. What is status on the appointment of Donald Tydings as 
supervisor? 

Mr. MraA.ey. Well, to be perfectly honest with you, the whole problem is with 
the Secretary of the Treasury. I have submitted several names and as soon 
as he tells me what to do, I will so recommend. As I told you before, the man 
really keeping this thing is Secretary Snyder, not me. 

Miss BARGER. Well, we just wanted to see what the situation was. Could not 
Donald Tydings be made the acting district supervisor? 

Mr. MEALeY. Well, he could have, yes, but that is something I much prefer 
the Senator discuss with the Secretary rather than me, 

Miss Barcer. Well, thank you. 


You did not ask Senator Tydings to get other Senators to support 
your candidacy ? 

Mr. Types. No. 

Mr. Torstn. Now, on March 4, the previous Friday, did you call 
Investigator in Charge West in South Carolina and ask him to get 
senatorial support for your candidacy / 

Mr. Typrnes. I didn’t ask any other man to help me. 

Mr. Tostn. Did you ask Mr. West to help you? 

Mr. Typrnes. No, sir. 

Mr. Tosin. Mr. Tydings, Investigator in Charge West, of South 
Carolina has appeared before the subcommittee in pub lic session testi- 
fying under oath as you have been testifying. He has stated in his 
testimony that on March 4, the day that Mr. “Malsie ‘ame to Atlanta, 
you called him, West, to ask him to get senatorial support for your 
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candidacy as district supervisor. Mr. West then told us that he that 
same day called Senator Olin Johnston of South Carolina and told 
Senator Johnston that you wanted to be district supervisor and asked 

Senator Johnston to support you. Do you deny now that you called 
Mr. West on March 4, 1949, and asked him to get some help for you? 

Mr. Typrnos. I deny that I asked anybody down there to help me. 

Mr. Tosrn. Do you ‘deny that you made that call to Mr. West? 

Mr. Tyrprnecs. I ‘deny that I asked—I don’t know whether we had 
called to him or not but I didn’t ask him to get any support for me or 
anybody else down there did I ask for support. 

Mr. Tonrn. You deny that on March 4, 1949, you called Investigator 
in Charge West and asked him to get political support for your can- 
didacy - 

Mr. Typrnas. I have no recollaction of anything like that. 

Mr. Tosrn. You deny it? 

Mr. Typrnos. I do. 

Mr. Tosrn. Categorically ? 

Mr. Typrnos. I told you I did not ask anyone down there. That 
would include West. 

Mr. Torrn. You deny categorically that you asked Mr. West to 
do that ? 

Mr. Typrnos. I deny it, sir. 

Mr. Tosi. tin March 7, the following Monday, Mr. Mealey had a 
telephone conversation with Mr. John S. Graham, who was at that 
time the Assistant Secretary of the Treasury. Mr. Mealey called Mr. 
Graham: 

Mr. Meatry. Senator Tydings wants to talk to me. I would not call him until 
I have talked to you to see what I should say to him. 

Mr. GrAnam. Only thing I know is that I transmitted to DB on Thursday— 
that the Secretary thought we should transfer Malsie down there as acting. 

Mr. MEAtry. Well, he is there and acting. Started Friday, because I wanted 
him there before Hearington left. 

Mr. GraHAM. He got there O. K.? 

Mr. Meatey. Yes; early Friday morning. Don’t know what to tell Tydings. 
Suppose he will ask me why Don was not named acting. Of course, we have done 
this before, I mean, brought someone in to act. 

Mr. Grawam. Only thing Secretary said was we had better move someone in 
there to act and take over. He is familiar with the Tydings matter. He would 
not make up his mind. He knows of the Senator’s interest in the matter. So 
am sure the Senator will call the Secretary. Furthermore, Foley— 


that is the Under Secretary of the Treasury— 
had call Friday from Senator O. D. Johnston who said he was interested in 
Tydings. So we will probably hear from him, too. 

Do you still deny that you called Investigator in Charge West? 

Mr. Typrnes. I don’t deny that I called the investigator in charge 
any particular day because I called him frequently, but I did not recall 
and at any time during any conversation did I ever ask him or any 
other man down there to help me in this. I asked him to stay out of it, 
as a matter of fact. 

Mr. Torry. But despite the fact that you told West.to stay out of 
it, he called Senator Johnston, according to his testimony, and asked 
Senator Johnston to support you and Senator Johnston did so, did he 
not? 

Mr. Typrnos. I never knew that. 

Mr. Tortn. The very day that Mr. Malsie came to Atlanta, Senator 
Johnston called the Treasury in your behalf. 
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Mr. Typines. I did not know it before. 

Mr. Tosry. And you never asked that that be done? 

Mr. Typrnes. I don’t know—no, didn’t, no. 

Mr. Tostn. Did you ask Senator Tydings to get any other Senator 
to support your c: indidacy ? 

Mr. Typ1nes. No; I don’t think so. 

Mr. Topix. Did you know that he was doing that for you? 

Mr. Typ1nes. No, sir; I didn’t. 

Mr. Torin, On Mond: vy, March 7, 1949, the Monday following Mr. 
Malsie’s coming to Atlanta, a letter was sent by Claude Pepper, United 
States Senator from Flor ida, to Secretary Snyder 


Hon. JoHN W. SNYDER, 
Secretary of the Treasury, 
Treasury Building, Washington 25, D. C. 
Dear Mr. SecreTary: It is my understanding that Mr. Donald Tydings, of the 
Alcohol Tax Unit, Treasury Department, Internal Revenue Service at Atlanta, 
Ga., is being considered to succeed Mr. William D. Hearington— 


and I call your attention, Mr. Tydings, to the fact that Mr. Hearing- 
ton’s name is even spelled right— 


as district supervisor, sixth district. 
The Senator had the number of the district right, too, didn’t he? 


As you may know, Mr. Tydings is a relative of Senator Millard E. Tydings, 
of Maryland. I am reliably informed that Mr. Donald Tydings is a native of 
Baltimore, and had 3 years of academic training at Washington College, Chester- 
town, and 2 years in mechanical engineering at Carnegie Tech, Pittsburgh. He 
served during the First World War after enlisting at 20 years of age and was 
with the Air Corps for the duration of the war. He returned to Pittsburgh and 
continued his education at night school. 

In 1933 he entered the Government service and served for some 8 years 
as investigator in a Treasury enforcement agency; from 1937 until August 1941 
he was investigator in charge of the Alcohol Tax U nit in West Virginia— 
that is right, isn’t it? 
supervising other investigative personnel and participating in all major in- 
vestigations. 

From August 1941 until 1944 he served as investigator in charge of the Alcohol 
Tax Unit for Maryland and the District of Columbia. He had an excellent 
record, and while serving in the Maryland district was commended highly by 
the district supervisor as being an outstanding officer in every respect, a man of 
fine ability and courage, having exhibited the qualifications of leadership to a 
high degree and commanding the respect and admiration of his subordinates. 
The supervisor stated that Mr. Tydings’ energy, zeal, and ability to cooperate 
with his superior officers and other officials were particularly noteworthy. 

In 1944 he was transferred to Atlanta, Ga., district of the Alcohol Tax Unit 
as assistant district supervisor. Here he has earned an outstanding record, and 
since his assignment there the standards of the district have been brought up 
to such a degree of efficiency and accomplishment that it has been made or is 
being made a grade A district. 

Mr. Tydings seems to be eminently qualified for this responsible position, and 
I hope that you will find it possible to appoint him district supervisor for the 
sixth district. 

Best wishes, and 

Always sincerely, 
(Signed) CLAubE PEPPER. 

Did you know that that letter was sent? 

Mr. ‘T'yptnas. I did not. 

Mr. Towtn. Did you ask for it to be sent ? 

Mr. Typtnas. I did not. 
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Mr. Torin. Did Senator Tydings ever tell you that he got it for 
you? 

Mr. Typrnes. No, sir. 

Mr. Tosnry. Why did Senator Pepper learn all these intimate details 
about your education or career? 

Mr. Typines. I don’t know. 

Mr. Tosrtn. He had them all right, did he not ? 

Mr. Typinecs. Some of them. 

Mr. Tonry. Would Senator Tydings have been this familiar with 
all of your transfers and all of your education ¢ 

Mr. Typines. I don’t know whether he does or not. 

Mr. Tosrn. Well, somebody, Mr. Tydings, was able to give Senator 
Pepper very accurate information with which to make a very excellent 
summary of your career; isn’t that so? 

Mr. Typrines. Yes. 

Mr. Torrn. You did not do that? 

Mr. Typrnas. I didn’t give it to him. 

Mr. Tosry. You did not supply anybody with the information ? 

Mr. Typrnes. I didn’t supply any of it and I don’t know what 
supervisor he is speaking of that made references to me. 

Mr. Tortn. Did any other Senator, Mr. Tydings, support your 
candidacy for the post of district supervisor ? 

Mr. Typinas. I didn’t know they had except Senator Tydings. 

Mr. Torin. Did Senator Tydings ask any other Members of the 
Senate to help you out in this matter ¢ 

Mr. Typrnoes. I do not know. 

Mr. Torry. On that same day, March 7, 1949, Mr. Ed Hyde of Sen- 
ator Sparkman’s office, Senator Sparkman of Alabama, called Mr. 
Mealey: 

Mr. Hype. You recall our conversation about Rogers and Donald Tydings? 

Senator Tydings has just gotten hold of my boss, wanting him to call Snyder 
on Donald Tydings. Of course, our interest all the way through on this thing 
was Rogers, which you have already agreed to take care of. 

Mr. MEALEY. To the best of my ability. 

Mr. Hype. We don’t want to do anything to jeopardize our friend. 

Mr. MEALEY. I wish you wouldn't, between you and me. 

Mr. Hype. Well, how can I? 

Mr. MEALEY. Don’t know. It is with Secretary. Confidentially, Donald Tyd- 
ings is in bad with our Intelligence Unit. We had report on him that he should 
be taken out of there entirely, to say nothing of promoting him. Now, I have 
filed that report with Mr. Snyder along with some other reports on him that are 
not so good. I don’t see how Mr. Snyder could approve him. I moved a guy 
from Chicago in there, Mr. Malsie, to act. 

Mr. Hype. Is that the guy you would like to approve, put in there? 

Mr. Meatrey. Yes, I would. He is down there acting. 

Mr. Hyper. What are you going to do with Tydings? 

Mr. Meatrey. Want to transfer him out of there. Leave job vacant. Between 
you and me, want to take Mr. Tydings out of that district entirely, as things 
have not been satisfactory. 

Mr. Hype. I don’t want to do anything to muddy the water, you know. 

Mr. MEALEY. Well, Mr. Tydings should come out of there. I have talked to 
Senator Tydings but he won't listen tome. I have put things in Mr. Snyder’s lap 
and it is up to him to decide. But he has evidence enough to know Mr. Tydings 
should come out. 

Mr. Hyver. That is O. K. 

Mr. Meatry. That is between you and me, understand. 

Mr. Hype. Oh, yes. 


So that Mr. Malsie came in on Friday and by the close of business on 
Monday, the next business day for the Government, four United States 
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Senators had contacted the Treasury Department about your candidacy 
for this position. That is pretty good support, is it not? 

Mr. Typines. And I solicited not one of them. 

Mr. Tosrn. And this was at the very time, Mr. Tydings, when the 
Bureau of Internal Revenue was recommending to the Tre: asury that 
you be transferred out of Atlanta entirely. 

Mr. Typrnes. At that time, I didn’t know that. 

Mr. Tostn. So that while the Bureau was trying to transfer you 
out, your cousin, the Senator, instead, was trying to promote you in 
that same district ? 

Mr. Typrnas. Yes, sir. 

Mr. Tosrn. And you asked him to do both of those things for you, 
did you not? 

Mr. Typrnes. I didn’t know the second was coming along when I 
asked him to do the first jcb. 

Mr. Tosrn. And when it came along you asked the Senator to 
block it? 

Mr. Typrnas. Not to block it, but to see that I had a chance to go 
before them. 

Mr. Tosrn. Go before whom ? 

Mr. Typ1nes. The officials here of our unit. 

Mr. Tostn. Did you ask that you be allowed to go before the Secre- 
tary of the Treasury 2 

Mr. Typtnes. No, sir; I did not. 

Mr. Tostn. The Assistant Secretary of the Treasury ? 

Mr. Typrnes. I did not. 

Mr. Torin. The Commissioner of Internal Revenue? 

Mr. Typrncs. No. 

Mr. Tozsin. The Deputy Commissioner of the Alcohol Tax Unit? 

Mr. 'T'ypines. No. 

Mr. Tosrn. But in fact you got before all those men, did you not? 

Mr. T'yprnes. Yes, sir. 

Mr. Tosrn. Did you ask that it be done? 

Mr. Typinos. No. 

Mr. Tostn. You testified earlier, Mr. Tydings, that during this 
period when Mr. Malsie was acting and you were trying very hard to 
get support for your candidacy as district supervisor, that you and 
Mr. Malsie got along very well; is that right? 

Mr. TYDINGS. Yes. 

Mr. ‘Tostn. In fact, I asked you: 

Do you feel, then, that the testimony which we received of friction between 
yourself and Mr. Malsie is perhaps somewhat exaggerated? 

Mr. Typ1Nnes. I wouldn’t say friction. There were differences of opinion and 
a clash of personalities, but for the first year and a half that he was there I 
never had better working conditions in my life since I have been in the Alcohol 
Tax Unit for 20 years. 

Mr. Tostn. When Mr. Malsie first came to Atlanta in 1949 as acting district 
supervisor, you and he got along well at that time? 

Mr. Typtnes. Yes, sir. 

Mr. Torrn. There was no friction between you? 

Mr. Typrines. Not at all. 

Mr. Tostn. When did you first experience difficulties with Mr. Malsie? 

Mr. Typines. About the spring of 1950. 


Mr. Tostn. That would be about a year after he had come to Atlanta? 
Mr. TypriNas. Yes, sir. 
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Do you stand by that testimony ? 

Mr. Typrnes. When he first came there, he was, I would say, cool 
toward me, but that was only for a very short time and we had no 
trouble of any kind, and later on, as I expressed it there and expressed 
it to the Bureau, that I] never had better working conditions in my life 
than I had during the first year and a half. 

Mr. Tostn. Mr. Malsie did not know that you were actively seeking 
political support for the job that he also wanted ¢ 

Mr. Typines. We’re talking about now after the appointment was 
made. 

Mr. Torry. I am talking about the period from April to September. 

Mr. Typines. At the time that he was acting, yes; he knew I was 
still trying to get it. 

Mr. Tosrx. That didn’t bother him ? 

Mr. Typrines. No. 

Mr. Tosrn. Caused no friction between you ¢ 

Mr. Typines. No. We weren't close friends then, but as far as our 
official work we got along all right. 

Mr. Torry. You did? 

Mr. Typrines. Yes, sir. 

Mr. Tontn. Were you telling other people in this period from April 
to September 1949, that you were trying to line up support for your 
candidacy as district supervisor ¢ 

Mr. Typines. Was I telling other people ¢ 

Mr. Tosrn. Other people in the Atlanta office ¢ 

Mr. Typrnes. No; I know of no occasion of that. It was generally 
known that I was trying to get it. 

Mr. Tosry. Who was to become assistant district. supervisor of 
enforcement if you got the job as district supervisor ¢ 

Mr. Typines. I had no way of knowing. 

Mr. Tortn. You had not told anybody that Mr. Rogers was going 
to get the job? 

Mr. Typrnes. No, sir; no, sir, I don’t think so. I had no way of 
knowing. I might have known who I might have wanted. That 
wouldn’t mean who was going to get it. 

Mr. Tozin. Whom did you want ¢ 

Mr. Types. I had 1aade no selections. 

Mr. Tosrn. You had not made any ? 

Mr. Typrnas. I wasn’t in a position to. 

Mr. Tortn. Did you have a preference which you did not express? 

Mr. Typrnos. I don’t know of any times when a supervisor had a 
chance to pick his own assistant. 

Mr. Toxin. If it had been possible to pick your own, whom would 
you have picked ? 

Mr. Typrines. I don’t know. 

Mr. Tosrn. Would it not have been Mr. Rogers? 

Mr. Typinas. It could have been. 

Mr. Tosrn. Mr. Tydings, on March 10, 1949, Mr. Mealey had 
telephone conversation with Mr. Graham in which this matter was 
discussed. Mr, Mealey called Mr. Graham and said: 


Wondered if you had any news on Atlanta for me. 

Mr. GranaM. No; have not heard anything further. 

Mr. Meatey. Talked to Maisie yesterday afternoon and he says that Tydings 
is telling everyone he is going to be district supervisor and Rogers his aide; which 
makes it bad. Was just wondering how long before we could clear it up. 
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Mr. GRAHAM. Well, probably will have to wait a few days. Secretary is out 
of town. We will wait a while and see. 

You were not telling people that in Atlanta; is that right? 

Mr. Typines. No; I had no control of what Mr. Malsie reported. 

Mr. 'Tosntn. You were not telling people in Atlanta that you were 
going to get Mr. Malsie’s job? 

Mr. Typrnes. No; had no way of knowing I was going to get it. 

Mr. Torin. You were not telling people Rogers was going to get 
your job? 

Mr. Typrnes. I had no power to appoint Rogers. 

Mr. Tortn. Did Mr. Malsie know about this telegram you sent to 
Senator Tydings of March 44 

Mr. Typrnos. I don’t think he did. 

Mr. Tostn. You do not think he did? 

Mr. Typrnes. No. I have no way of knowing it. 

Mr. Torry. Did you pay for that telegram yourself ¢ 

Mr. Typrnes. I did. It was my own telegram. 

Mr. Toxstn. The copy of the telegram which we have, Mr. Tydings, 
indicates that it was charged to the Alcohol Tax Unit. 

Mr. Typines. No; never, never. 

Mr. Towtn. You are sure of that ? 

Mr. Typrnas. I’m sure of that. 

Mr. Tostn. On April 6, 1949, Mr. Tydings—— 

Mr. Typines. The Alcohol Tax Unit—ait couldn’t have been paid 
unless there was a copy of it to go with it in our office. 

Mr. Tosrn. Such a copy exists in the files of the Atlanta office. 

Mr. Types. Sir? 

Mr. Torin. A copy of that exists in the files of the Atlanta oflice 
on official telegrams. 

Mr. Typines. Of my telegram ? 

Mr. Toptn. Yes, sir. 

Mr. Typrinas. It was never sent on official business. 

Mr. Tosin. Mr. Tydings, on April 6, 1949—— 

Mr. Tyvrnos. Here it is; prepaid by me. 

Mr. Tosrn. Prepaid, not sent collect, in other words ? 

Mr. Typrnes. Not sent collect and not charged to the Atlanta office ; 
no, sir. 

Mr. Tostn. Was not? 

Mr. Typines. No. We put down on there “Alcohol and Tobacco 
Tax,” and so forth. It doesn’t show anything at all that it be charged 
to the Alcohol Tax Unit. 

Mr. Toptn. Mr. Tydings, that telegram was sent on March 4. A 
month and 2 days later, April 6, Mr. Malsie wrote a personal and con- 
fidential letter to Mr. Mealey: 

Dear Mr. MEALEY: For the Deputy Commissioner's information, on March 8, 
1949. 





4 days after you sent this telegram. 


I issued instructions changing the procedure in this office for sending official 
telegrams. I found that the assistant supervisors, enforcement and permissive, 
were sending official telegrams without the approval of the district supervisor. 
After that date all telegrams originating from this office had to be approved by 
me before going forward. 

I am this date in receipt of a Western Union bill for the month of March. 
There is attached a telegram addressed to Senator Millard BE. Tydings signed by 


29091—63—pt. A——-26 
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Douald 8. Tydings, which is self-explanatory. This office was charged $1.04 for 
the telegram. Naturally I disallowed this amount. 

1 am forwarding this telegram to you so that you may have first-hand knowl- 
edge of what is being said and done by the enforcement assistant. I personally 
resent certain statements made in this telegram to the Senator, and think the 
record will speak for itself as to what Mr. Tydings has done for this district. 
His reputation, as you know, in this district is such that many of the Government 
officials are wondering why the Unit would permit a man of his caliber to remain 
in the Government service. The majority of the Alcohol Tax Unit personnel in 
this district are familiar with the so-called loan Mr. Tydings made some time 
ago and have very little respect for him. 

I have lost all confidence in this man, and unless instructed to the contrary, I 
intend to ignore his presence in this office starting next Monday, April 11, 1949, 
and inform him that I intend to conduct all district enforcement matters per- 
sonally through the aide. 

Respectfully, 
W. G. MALSIE, 
Acting District Supervisor. 

Mr. Tydings, did Mr. Malsie ever ask you to pay for that telegram ? 

Mr. Typrnes. I don’t know whether he did or whether the chief 
clerk did. 

Mr. Tosrn. Did you refuse to pay for it? 

Mr. Typrnas. No. 

Mr. Torry. I remind you that you are under oath, Mr. Tydings. 
I will ask you that question again. Did you refuse to pay for that 
telegram ? 

Mr. Typrnes. No; it was not charged to our company at all. 

Mr. Tosry. Western Union seems to think it was. 

Mr. Tydings, on July 11, 1949, several months after you had sent 
this personal telegram you were sent a memorandum by Mr. Malsie: 

The Western Union Telegraph Co. has this date contacted me regarding the 
attached telegram sent by you as official business and charged to this office at 
5:18 p.m. on March 4, 1949. 

For your information, the payment of this telegram, $1.04 less tax, was dis- 
allowed for the reason that it obviously relates to a personal matter rather than 
official business of the Alcohol Tax Unit. 

How does that square with the answer you have just given? 

Mr. Typrnes. As soon as I found out about it 1 paid it. I don’t 
know how long it was, the bill clearing and all of this going on first. 

Mr. Torntn. You never refused to pay for it? 

Mr. Typrnes. That telegram doesn’t show official business. We 
mark “official business” on our telegrams. 

Mr. Tosrn. When did you pay for it? 

Mr. Typrnes. As soon as it was called to my attention. 

Mr. Toprn. It was called to your attention on July 11. Then when 
did you pay for it? 

Mr. Typrnes. I don’t tow when it was paid for, but I would say 
as soon as it was called to my attention. 

Mr. Torry. It was not a big bill. You could have paid it right 
away. You wouldn't have had to borrow the money to pay it. 

On July 14,3 days later, the Alcohol Tax Unit was sent a letter by 
the credits and collection manager of Western Union noting that “the 
following charge still remains ‘unpaid : March 4, Washington, D. C., 
$1.04.” It still had not been paid 3 days after it was called to your 
attention. 

Mr. Typos. I don’t know when it was called to my attention. 








4 


INTERNAL REVENUE INVESTIGATION 399 


Mr. Tosry. Your testimony now is that you never refused to pay 
for the telegram? As soon as it was called to your attention by Mr. 
Malsie you paid for it; is that right? 

Mr. 'T'yprnes. That is my impression. 

Mr. Tortn. You never refused to pay for it? 

Mr. Typrncs. No; because it was never official ; it was never intended 
as an official telegram. 

Mr. Torry. Is it your testimony that during this period from April 
to September 1949 you did not have any trouble with Mr. Malsie? 

Mr. Typrnas. No, sir. 

Mr. Tosrn. Even though Mr. Malsie reported to the Deputy Com- 
missioner that he intended to ignore you ¢ 

Mr. T'yprnes. I don’t know. 

Mr. Tosin. Mr. Tydings, the other day you told us about this con- 
ference in the office of the Secretary of the Treasury. You told us the 
purpose of that conference was primarily the proposed transfer of you 
to New Orleans, which was the disciplinary action proposed in your 
behalf by the Bureau. You said: 

I think it primarily covered the transfer. I don’t think the other was discussed 
at all. I don’t think—— 

Then I interrupted you: 

You do not recall— 

You said, “I don’t think so.” 

Mr, Tosin, That the other matter was discussed ? 

Mr. Typ1nes. No, 

Mr. Tosin. So that the Senator as far as you can recall did not urge your 
appointment as district supervisor at this conference? 

Mr. Typin@s. No, sir; he did not. 

[s that still your testimony ¢ 

Mr. Typrnes. That is still my memory of what happened there. 

Mr. Tost. Is it your memory now, Mr. Tydings, that after this 
April conference in the office of the Secret tary, attended by all these 
important officials and by you and Senator Tydings, at that confer- 
ence the Senator did not urge your appointment as district supervisor / 

Mr. Typrnes. I don’t think so. 

Mr. Toztn. He had previously obtained commitments from at least 
2 and possibly 3 other Members of the Senate supporting your can- 
didacy. You had told him that you wanted him to go direct to the 
President if necessary to get the appointment, but he did not take 
the epparinenity at this time with all these people there to urge that 
you get the job? 

Mr. Typrnes. I couldn’t tell you a word that he said while I was 
in there. 

Mr. Tosrn. Did they discuss the charges that had been levied against 
you by the Bureau respecting the Garner loan and the affair with this 
woman ? 

Mr. Typrnos. I think so. 

Mr. Tosrn. And you offered explanation to those charges? 

Mr. Typrnos. I did. 

Mr. Tostn. And they seemed to satisfy everybody ? 

Mr. Typrnes. Apparently so. 
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Mr. Torstn. You went back to Atlanta after this conference, did 
you not? 

Mr. Typrnas. Yes, sir. 

Mr. Torry. After this conference and after you had gone back to 
Atlanta, the Assistant Secretary, Graham, happened to call Mr. 
Mealey on April 26, 1949: 


Mr, GRAHAM. Are you free to talk? 

Mr. MEALEY. Yes. 

Mr. Granam, Have just had call from Hyde in Senator Sparkman’s office 
re Rogers, who apparently is candidate for some kind of position in Atlanta. 

Mr. Mearey. He would like the job Donald Tydings now holds. 

Mr. GrawamM. Well, he indicated he was interested considerably in the situa- 
tion down there and did not want Rogers overlooked in the shuffle. I assured 
him the Secretary would be informed. Thought I might call you and come up 
to date. 

Mr. MeaLey. We had two sessions with Senator Tydings. 

Mr. Granam. Incidentally—you get that file? 

Mr. Meatey. Yes; we had session with Secretary. We pointed out some things 
in that file that Tydings could not explain. So I asked if we could not bring 
Tydings in here. So we did that. Then the Commissioner called me today to 
say we had another appointment with the Senator and Secretary. So all of us 
were there—Donald Tydings, Commissioner, Avis, and 1. Well, Donald Tydings 
should have stayed home. He still could not answer questions, particularly the 
one whereby he bought the house and had borrowed money from bootlegger. He 
could not explain that. I think Secretary and Senator were disgusted with him. 
Secretary had to go to—to another meeting. But we remained and talked awhile. 
Senator then said something about we would hear from him in next day or two. 
Thinking of transferring Tydings to New Orleans and switching that man to 
Atlanta. Of course, if we do that, it would preclude Rogers. Now, Hyde called 
me this morning and said he heard Tydings was going to be transferred to New 
Orleans, and I said it was not definitely decided. Whole matter was with Secre- 
tary. Hyde said he was leaving everything to me. But I told him did not know 
why he should do that; I was not last word. So suppose that was why he called 
you. Matter of fact, this move to New Orleans would be a promotion for Tydings. 

Mr. GRAHAM. We don’t want to do that, do we? 

Mr. Meatey. Well, no; but we were going to raise Atlanta office, anyway. 

Mr. GrauaMm, Is the situation that we are waiting to hear from Senator 
Tydings? 

Mr. Meatey. That is right. My understanding. He was to let Commissioner 
know. 

Mr. GrauHam. Insofar as you know, George has not heard from Senator 
Tydings? 

Mr. Meatrey. No. I called over there. He was not in. 

Mr. GranHaAM. You might just say I have had this call. He knew the whole 
story. I did not say anything to him. Just that I would inform Secretary. 

Mr. MEALEY. Another thing you might be interested in is that Beltz, in Detroit, 
our supervisor, is retiring. 

Mr. GraHam. Could Donald Tydings go up there? 

Mr. Mea.ey. Think there would be trouble. Two big States, Michigan and 
Ohio. 

Mr. GRAHAM. Have we got a good man out there? 

Mr. MeaALey. Well, Beltz told me he would not want the enforcement assistant 
to get it, George Mitchell; and the other assistant has been out sick for long 
while. We have a man named Koehler in Baltimore district who was out there 
during war. He is good man, and that would leave Baltimore vacancy, where 
we might put Howell, from New Orleans, and leave vacancy in Atlanta for 
Rogers. 

Mr. Grawam. Did Tydings want to go to Baltimore? 

Mr. Meatey. Think that would be out because of what he did when he was 
there earlier. Dealings with bootleggers, etc. 

Mr. GRAHAM. Do we have any vacancies? 

Mea.ey. If we made Malsie permanent we would have one in Chicago. Could 
put Howell up there if necessary. Those are all possibilities. Put Tydings in 
New Orleans, Howell in Chicago, move Rogers to spot in Atlanta. 
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GRAHAM. Have you anyone in Chicago area? 

MEALEY. You will have a lot of candidates. Believe Douglas has man he 
wants to go over from Narcotics, whom we don’t want, Alex Campbell in 
Justice has a man named Bailey, whom our supervisor does not want. But I 
have decided the way to do the thing is like the way we handled New Orleans 
and Louisville—do it and get it over with. But when you fool around you hear 
from everyone. 

That indicates to me, Mr. Tydings, that Deputy Commissioner 
Mealey’s version of this conference at which you and the Senator were 
is different from the one you have given us. 

Mr. Typrnos. I guess so. 

Mr. Toxsrn. Do you have any explanation of that? 

Mr. Typrtnes. You asked what I thought. I couldn’t tell you what 
Mr. Mealey thought. 

Mr. Torry. Was there an agreement subsequent to this conference 
that you would go to New Orleans and be promoted ? 

Mr. Typrnas. No, sir. 

Mr. Tosrtn. There was not? 

Mr. Typrnos. I was just told that I was just going to New Orleans 
and the papers would be through in the next few days. I left here 
with that understanding, but it never came through. 

Mr. Topix. You left with that understanding. What did the Sen- 
ator think about that? 

Mr. Typrnas. I don’t know. 

Mr. Torsrn. It was a promotion for you, was it not ? 

Mr. Typrnos. Yes; it was a grade A district. 

Mr. Tonrn. So you would have gotten a grade promotion out of this? 

Mr. Typrnos. Yes, sir. 

Mr. Torry. So if the Treasury would have had its way the result 
of all these investigations and the recommendations of the Bureau to 
have you transferred out would be a transfer and a promotion for you 
to New Orleans; isn’t that right? 

Mr. Typrnes. As it turned out. 

Mr. Tosrn. And that is what you understood when you went back to 
Atlanta ¢ 

Mr. Typrnes. Yes, sir. 

Mr. Tosrn. At this conference in April, according to Mr. Mealey, 
there was some discussion of this Garner loan; is that right? 

Mr. Typtnes. I imagine there was. I don’t know whether there was 
or wasn’t. 

Mr. Topnrn. He states that you were asked about it and that you 
offered some explanations. Do you disagree with that? 

Mr. Typtnes. No; I don’t. 

Mr. Toptn. Was there discussion at this conference that it would 
be a good idea if you paid off this loan which had been 3 years old ¢ 

Mr. Typrnes. I don’t recall that; no. 

Mr. Tosrn. You do not? When thereafter did you make your first 
repayment on this loan to Mr. Garner and the Bank of Atlanta? 

Mr. Typrnas. I couldn’t tell you the date. 

Mr. Tosrn. Approximately when? 

Mr. Typtnes. I don’t know. 

Mr. Tosin. How about July of 1949? Is that reasonable? 

Mr. Typrnos. As I say, I don’t know when. 

Mr. Torry. After you made your first payment on this loan did you 
tell Senator Tydings about it? 
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Mr. Typincs. That I couldn’t answer to save my soul. I don’t 
know. 

Mr. Tosrn. You think you did? 

Mr. Typrnoas. I don’t know whether I did or not. 

Mr. Tostn. You have no idea ? 

Mr. Typrnes. I have no idea. 

Mr. Tost. In any event, whether you think you did or not, ou 
August 4, 1949, Senator Tydings wrote to Commissioner Schoeneman 
and to Deputy Commissioner Mealey. He sent the same letter to each 
man : 

[ am happy to report that I have just received word from Donald Tydings as 
follows : 

“On July 6 I made a $500 payment on the $3,000 judgment against me and 
signed notes for payment of the balance at the rate of $75 per month.” 

I believe this puts Donald Tydings’ situation in such shape as to meet with 
the approval of your Department. I thought you would like to have the above 
information. 

With best wishes and kind regards, I am 

Sincerely yours, 
(Signed) M. E. TypDinGs. 

Apparently you did tell the Senator. 

Mr. Typrnes. Apparently I did; yes, sir. I didn’t know it. 

Mr. Torrx. You thought he would be interested ? 

Mr. Typrnas. Yes, sir. 

Mr. 'Tostn. How did you happen to pay that $500? 

Mr. Typrnes. How do you mean how did I have to pay it? 

Mr. Tobin. Was it a voluntary payment? 

Mr. Typrnos. It was. 

Mr. Torin. You just raised $500 to start paying off on the loan; is 
that it? 

Mr. 'T'yptneas. No; my automobile was seized, and I raised $500, and 
they agreed to release my car if 1 would make a payment of $500, 
asked me how much I could raise and I told them $500. 

Mr. ‘Torry. So you had not made any voluntary payment on this 
loan. After they seized this car, then in order to get your car back 
you raised $500, paid that on the loan, told the Senator about it, and 
conveyed to the Bureau that you had yourself made a voluntary pay- 
ment of $500 ¢ 

Mr. Typinc. Then at that time there is also something else here, sir; 
at the same time I signed these notes for the payment of the balance 
at the rate of $75 a month. 

Mr. Tonrn. But after your car had been seized ? 

Mr. Typ1nas. Yes, sir. 

Mr. Tosin. So that until they levied on your car more than 3 years 
after you borrowed this money you still had not paid it? 

Mr. Typincs. That’s right. 

Mr. Tosrw. What kind of car was this? 

Mr. Typines. 1941 Cadillac I had bought in West Virginia. 

Mr. Tortn. That was levied on, was it not ? 

Mr. Typrnes. Yes, sir. ; 

Mr. Tostn. Did you have an official car assigned to you at this 
time, Mr. ‘Tydings? 

Mr. TyprneGs. Yes, sir. 


Mr. Town. What kind of a car was that? 
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Mr. Typrnes. I don’t know what particular car that was at that 
particular time. At one time, I had a Cadillac convertible. 

Mr. Tosntn. What year was that ? 

Typincs. A’ 11 model, and from time to time I have had other 
cars—Buicks, Fords. 

Mr. Tosrn. These are cars seized by the Alcohol Tax Unit i 

Mr. Typtnes. Yes, s 

Mr. Tosin. T he ‘nh ms ie avail: ib le for use of the personnel ¢ 

Mr. Typines. Yes, sir. 

Mr. Topstn. On offici: “1 business ¢ 

Mr. Typrnas. Yes, si 

Mr. Torrn. And shar do not bear any Government insignia of any 
kind, do they? 

Mr. 'Typrnas. No. 

Mr. ‘Tortn. They have State license plates? 

Mr. TyprnGs. State license plates. 

Mr. Tostn. Which you got for nothing ¢ 

Mr. 'TypinGs. Sir? 

Mr. Tosin. Which you got for nothing; is that right ? 

Mr. Typincs. In some States you get them for nothing. 

Mr. Tosrn. In Georgia you get them for nothing ¢ 

Mr. Typrncs. In Georgia you get them for nothing. No; Georgia 
does not furnish them for nothing, but the State ig ue de parte nt 
pays for them and gives them to the Alcohol Tax Unit for their 
official cars because we carry State revenue men with us. 

Mr. Tosrn. As far you are concerned, the car, the license plates, and 
everything else was free? 

Mr. ‘TYDINGs. For the Government car: ves. 

Mr. Tosrn. And to all outside observers that was your own car? 

Mr. Typrnes. No; I had my own car. . 

Mr. Tostn. But nobody could tell it wis a Government car, could 
they ¢ 

Mr. Typtnes. There was no secret about it. 

Mr. Tostn. In September of 1949 you came back to Washington for 
another conference, did you not! 

Mr. Typines. I don’t know. 

Mr. Tostn. You have testified earlier, Mr. Tydings, that you and 
Mr. Malsie were summoned to Washington by Mr. Avis in September 
of 1949. Your testimony was as follows: 

Question. Did you thereafter go over to the Treasury? 

Answer. Yes, sir. 

Question. To whose office? 

Answer. I think Mr. Graham’s office. 

Question. What was the purpose of that conference? 

Answer. I think that they were expecting some difficulty when I learned that 
Mr. Malsie had been appointed, so when Mr. Avis told him what had happened 
in his office, the meeting was over there. 

Question. There was no mention of this previously discussed transfer to 
New Orleans? 

Answer. None at all; no, sir. 

Question. Who was present in Mr. Graham’s office? 

Answer. I think Mr. Graham, Mr. Schoeneman, Mr. Mealey, Mr. Avis, Mr. 
Malsie and me. 

Question. The Secretary was not there? 

Answer. No, sir. 

Question. And the Senator was not there? 

Answer. No, sir. 
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Question. At this meeting in the office of Assistant Secretary Graham, the 
results of your earlier conference with Mr. Avis were simply restated? 
Answer. Yes, sir. 


Then the chairman said: 

That was 2 months after the first conference? 

I said: 

I think about 5 months. 

Then you said: 

Five months after what, sir? 

The chairman said: 

After the original conference in the Treasury Department. 
You answered: 


No, I would say not over 2 months. 

Question. Was there any discussion in Mr. Graham’s office of a promotion 
for you? Were you told at that time that you were to receive a grade 13? 

Answer. No 

Question. When did you learn of that? 

Answer. When we were notified that the district had been reclassified as a 
grade A district. 

Question. That was after you returned to Atlanta? 

Answer. Yes, sir. 

Question. And that came as a surprise to you? 

Answer. Yes, sir; it did. 

Question. Was there any discussion after this conference in Assistant Sec- 
retary Graham's office of your becoming district supervisor at some future 
date? 

Answer. I think the only person I received that information from was Mr. 
Mealey. I don’t think it was at that time. 

l ask you again, Mr. Tydings, at this peace conference in Septem- 
ber of 1949 were you told that you were going to be promoted 

Mr. Typincs. By promoted you mean ‘by the promotion that fol- 
lowed the grade A A district ? 

Mr. Torin. That is right ? 

Mr. Typines. To my knowledge that was not discussed at that 
meeting. 

Mr. Topix. Were you told at that time by anybody that you were 
going to be offered the next post as district supervisor that came 
along ? 

Mr. Typrnas. I was told by Mr. Mealey. I don’t know whether it 
was in that meeting or after the meetings. I was told by Mr. Mealey 
that I would get the next vacancy. 

Mr. Torsrn. And in fact Mr. Mealey offered you the next vacancy ? 

Mr. Typincs. He called me about 6 months later. 

Mr. Torstn. So that as a result of all these prolonged negotiations 
during the 5-month period that Mr. Malsie was acting district super- 
visor or while the Bureau had recommended your tr: ansfer out of the 
Atlanta district for all of these reasons that have been discussed in 
your testimony, the result of all that was: No. 1, that you got a grade 
promotion and the Atlanta district was reclassified to make that pos- 
sibe; No. 2, that you were given a firm commitment that you would 
be offered the next post as district supervisor ? 

Mr. Typtnos. Yes, sir. 
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Mr. Tostn. No. 3, that you would not be transferred to New Or- 
leans even though that would be a promotion for you; and, No. 4, that 
there would be no disciplinary action taken against you as a result of 
all these matters ? 

Mr. Typines. Nothing at all about the disciplinary action. 

Mr. Tortn. Isn’t that the result that was agreed upon and isn’t that 
what happened as a result of this conference in September ? 

Mr. Typrnes. There were no agreements to that effect in those meet- 
ings, sir. 

Mr. Tosrn. Do you think, Mr. Tydings, that these results would 
have followed if you had not been the first cousin of Senator Millard 
E. Tydings? 

Mr. Typ1nes. I don’t know. 

Mr. Tortn. When did you decide to retire. Mr. Tydings? 

Mr. Typinos. In the spring of 1950. 

Mr. Tosrn. And you communicated that to the Bureau ¢ 

Mr. Typrn@s. Yes, sir. 

Mr. Torin. To whom? 

Mr. Typrnos. I told Mr. Avis personally and he sat down—it will 
refresh his memory—he said he would like to—he had some children 
coming through school now and he would like to keep me on. He will 
remember that conversation. 

Mr. Torrx. What did that have to do with your retirement ? 

Mr. Typrnes. I was saying that it would refresh his memory if he 
didn’t recall it. 

Mr. Tortn. In any event, you told Mr. Avis you wanted to retire 
when your 20 years was up? 

Mr. Typrnos. Yes, sir. 

Mr. Torin. And he agreed with that? 

Mr. Typrnes. That was our conversation at that time. 

Mr. Torin. And when you were offered the post of district swper- 
visor in Denver later in 1950, you turned it down ? 

Mr. Typtvas. I told you the circumstances the other day under 
which I was turned down. Mr. Mealey called me. I got hold of Mr. 
Malsie—told him I wouldn’t give my report until I talked to Mr. Mal- 
sie—and I called Mr. Malsie from downtown and he came out. I told 
him about it. He picked up the phone himself and called Mr. Mealey. 
My conversation with Mr. Malsie was this: “Will you tell me whether 
there is someone else you would rather have here than me?” 

He says, in April of 1949, “No,” he wanted me to stay there with 
him. He called up Mr. Mealey and told him that he wanted me to 
stay there with him. 

Mr. Tosrn. And so you did? 

Mr. Typrnos. I did. 

Mr. Tosrn. On December 1, 1952, Mr. Tydings, you were trans- 
ferred to Washington ? 

Mr. Typrines. On December 1, 1952, I was transferred to Washing- 
ton. 

Mr. Tostn. What is your assignment in Washington? 

Mr. Typrnes. Examiner. 

Mr. Tosrn. What are your duties as examiner ? 
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Mr. Typrnos. Examining the field offices on their work. 

Mr. Tortn. Have you ever done that before / 

Mr. Typrnecs. No, si 

Mr. Tonin. And an have not actually served as examiner yet, 
have you! 

Typrncs. No. 

Mr. Tostn. You have been on annual leave / 

Mr. Typineés. On annual leave. 

Mr. Tosrx. How much annual leave do you have? 

Mr. Typrnes. I have enough annual leave to carry me to the Ist of 
June and then I come back here to work for the month of June. 

Mr. Topix. The understanding is that you will use up your annual 
leave until the 1st of June, work as an examiner for the month of June, 
snd then retire / 

Mr. Typrnes. Yes, sit 

Mr. Tostn. What is the nature of the retirement provisions that 
you have, Mr. Tydings ? 

Mr. Typincs. What is the nature of what? 

Mr. Tostn. What is the nature of the retirement that you have? 

Mr. Typines. At 20 years of enforcement there was a special retire- 
ment bill for enforcement men because of the hazardous type of work 
they follow. 

Mr. Torry. Dealing ng law violators? 

Mr. Typrnes. Yes, sir. 

Mr. Tosrn. And meh of that kind? 

Mr. Typines. For men who had come up through the ranks and who 
were not actually in the field now because of their official—— 

Mr. Torrn. Administrative work ? 

Mr. Typinas. Yes, sir. 

Mr. Tost. So that by completing your 20 years with several months 
of annual leave and returning to work for the month of June, you will 
then have completed your 20 years and will retire in July, this 20 years 
in the enforcement business ? 

Mr. Typrnas. Yes. 

Mr. Tortn. At what? 

Mr. Typines. About $300 a month. 

Mr. Torry. That is what other bureau employees would have by 
serving until what, 65? 

Mr. Typrnes. Yes, sir. That covers for all law-enforcement agen- 
cies—the Federal Bureau of Investigation, ourselves, Narcotics, all 
those that come in contact with criminals; arresting officers. 

Mr. Tontn. Mr. Tydings, is there anything else you want to add to 
this record ? 

Mr. Typrngs. No, sir. 

Mr. Torry. Those are all the questions I have, Mr. Chairman. 

Chairman Kran. Are there any other questions? Mr. Tydings, it 
seems to me from this testimony that you were considered untouchable 
by the Bureau owing to your connection with an influential United 
States Senator. I do not blame you ey for .seeking every 
possible aid toward the promotion of your career from whatsoever 
source you could obtain it, and we are not tase for the purpose of 
condemning Senator Tydings for trying to aid a relative. 
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Ilowever, as far as I personally am concerned, I most strongly con- 
demn the high officials of the Aleohol Tax Unit, Bureau of Internal 
Revenue, and the Treasury, for giving undue weight to the recom- 
mendations of Senator Tydings. By the testimony which we have 
heard in the past week, the Bureau certainly stands condemned for 
allowing political considerations to outweigh the public welfare. 

That is all, Mr. Tydings. You may go. 

The committee will stand adjourned until 2: 30 tomorrow afternoon. 

(Whereupon, at 1 p. m., Wednesday, March 4, 1953, the hearing was 
adjourned, to reconvene at 2:30 p. m., Thursday, March 5, 1953.) 
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THURSDAY, MARCH 5, 1953 


House or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
ReveNvE Laws or THE ComMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 2:30 p. m., pursuant to recess, in the main 
hearing room of the Committee on W ays and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcommit- 
tee) presiding. 

Present: Representatives Kean, Byrnes, Martin, Sadlak, King, 
O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel; and Arthur J. Schissel, attorney. 

Chairman Kran. The committee will come to order. 

Mr. Avis, will you be sworn? Do you solemnly swear the testimony 
you are about to give will be the truth, the whole truth, and nothing 
but the truth, so he Ip you God? 

Mr. Avis. I do, sir. 

Chairman Kean, All right, Mr. Tobin. 


TESTIMONY OF DWIGHT E. AVIS, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION, BUREAU OF INTERNAL REVENUE—Resumed 


Mr. Tosrn. Mr. Avis, during the past week the subcommittee has 
heard considerable testimony with respect to the career in the Bureau 
of Internal Revenue of Mr. Donald S. Tydings. We have heard that 
in 1933 he contacted his first cousin, then a United States Senator from 
Maryland, and obtained the cousin’s assistance in obtaining a position 
with the Bureau of Internal Revenue; that thereafter since 1933 and 
up until very recent times Mr. Donald Tydings consulted with his 
cousin, Senator Tydings, and obtained the assistance and counsel of 
his cousin, Senator Tydings, at repeated intervals throughout his 
internal-revenue service. 

In particular, whenever Mr. Tydings became the subject of investi- 
gation by the Bureau, he seems to have been in close contact with the 
Sen: itor, and the Senator likewise in close contact with the Bureau. 

Also, numerous transfers and promotions affecting Mr. Donald 
Tydings seemed to have been a matter of concern to Senator Tydings. 
Some of the disciplinary actions which would normally have followed 
these investigations seem not to have taken place where Donald S. 
Tydings was “involved. 

‘In pt irticular, the subcommittee has had testimony that as long ago 
as 1937 disciplinary action against him was contemplated but not car- 
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ried out because of reasons which are not known at this time to the 
subcommittee; that particularly after Mr. Tydings was transferred to 
Atlanta in 1944 he was the subje ct of repeated investigations, ranging 
from such matters as attempting to borrow money from a then con- 
victed income-tax evader and a proprietor of a nightclub in Baltimore, 
borrowing money under peculiar if not suspicious circumstances from 

bank controlled by a man against whom Mr. Tydings had made a 
tax case; that he h: id become involved i in other pec uliar finance ial trans- 
actions, apparently involving the purchase by him of expensive gifts 
for a woman employee in his office; and that all of these matters were 
made known to the Bureau of Internal Revenue. Most of them were 
the subject of thorough investigation, with the investigations usually 
resulting in recommendations for transfer. However, none of these 
transfers were effected; and, in fact, Mr. Tydings was promoted. 

The sube ommittoe has asked you to come up here today and explain 
to us why some of these things tri ans vired, 

Now, sir, we have had testimony that in 1947 Mr. Tydings’ superior 
in Atlanta furnished information to the Bureau that would have called 
for an investigation of Mr. Tydings. We have also had testimony 
that in due course Mr. Tydings came to Washington and was inter- 
viewed by you, and we have placed in the record a memorandum, made 
by you subsequent to that interview, which went over the signature 
of your superior, Mr. Carroll Mealey, to Mr. Harry Woolf, then Chief 
of the Intelligence Unit. That memorandum, together with its en- 
closures, Was sent to Mr. Woolf when? Do you recall, sir? 

Mr. Avis. If you let me have the file. I believe that was October 
I4, 1947. I would ask, if I am going to testify without the file, that 
counsel give me the benefit if my “ds ates are wrong. 

Mr. Torry. Certainly. I will let you have the file. 

Chairman Kran. You are certainly entitled to that, Mr. Avis. 

Mr. Avis. Yes; that was October 14, 1947. 

Mr. Tornrn. What was the recommendation made in that memoran- 
dum by you? 

Mr. Avis. Well, I recommended an investigation of Mr. Donald 
Tydings. I will read from the memorandum. {| Reading: | 

The purpose of the investigation is, first, to determine whether under the cir- 
cumstances Mr. Tydings, assistant supervisor (enforcement), can command the 
respect of his subordinates and continue to function to advantage in his present 
capacity; and, second, whether Mr. Tydings had been made the victim of mali- 
cious and unfounded rumor by certain personnel in the Atlanta district 

Now, I wrote this memorandum after a complaint had been made by 
the district supervisor, Mr. Hearington, and after I had succeeded in 
bringing Mr. Tydings to Washington after some difficulty for an 
interview. 

Chairman Kean. What do you mean “after some difficulty”? Is 
that the time he was directed to come and he disappeared for a few 
days? 

Mr. Avis. That’s right, sir. 

Mr. Torn. Mr. Avis, with respect to the investigation which you 
and Mr. Mealey recommended in October of 1947, to your knowledge 
did that investigation take p lace ? 

Mr. Avis. No, sir; not at that time. 

Mr. Tonrx. Do you know why that investigation did not take place ? 
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Mr. Avis. On December 3, 1947, I prepared a little longhand note 
to the effect that the Commissioner and Assistant Commissioner con- 
sidered this memorandum, and the decision was made that it should 
not be investigated at this time. That memorandum is contained in 
the file which I was directed to furnish this committee. 

Chairman Kean. You mean whom by “the Commissioner and the 
Assistant Commissioner” ? 

Mr. Avis. Well, as I recall, at that time it was Mr. Schoeneman and 
Mr. Berkshire. Mr. Schoeneman was the Commissioner, and I believe 
Mr. Berkshire was the Assistant. 

Chairman Kran. Mr. Berkshire was the Assistant Commissioner in 
charge of the Alcohol Tax Unit? 

Mr. Avis. That and other units. He had formerly been at one time 
Deputy Commissioner. In fact, Mr. Mealey succeeded Mr. Berkshire. 

Chairman Kran. Yes; that is what [ am mixed up on. 

Mr. Avis. But he had become Assistant Commissioner. 

Chairman Kran. He was Assistant Commissioner ¢ 

Mr. Avis. Yes. 

Chairman Kran. Assistant Commissioner of the whole Bureau ? 

Mr. Avis. Assistant Commissioner of the whole Bureau; yes. 

Mr. Torin. The same job Mr. Bolich had. 

Chairman Kran. The same job Mr. Bolich had; yes. 

Mr. Tosrn. This is the same Mr. Berkshire who, together with 
former Commissioner Helvering, had previously committed himself 
to an appointment of Mr. Tydings some 10 years previously, which 
appointment did not take place; isn’t that right ? 

Mr. Avis. I believe aun is a memorandum in the file signed by 
Mr. Helvering to that effect. I believe you introduced it here yes- 
terday. 

Chairman Kran. Did you protest when that decision was made? 

Mr. Avis. The decision not to investigate this? 

Chairman Kran. Yes. 

Mr. Avis. Frankly, Mr. Chairman, I cannot tell you whether I did 
or not. I had some discussion of this matter with Mr. Berkshire. 
The reason I say that I did is that underneath this memorandum there 
is another note in my handwriting and it reads as follows, addressed 
to Mr. Berkshire, “Complete set of exhibits attached,” indicating that 
I had sent this to him while this matter was pending in either the 
oflice of the Chief of the Intelligence Unit or in the Commissioner’s 
office; I don’t know. 

Chairman Kran. Then you had nothing to do with the decision 
not to prosecute this case? It was entirely “made by Mr. Schoeneman 
and Mr. Berkshire as far as you know? 

Mr. Avis. As far as the investigation is concerned, the decision not 
to investigate was made by them and, as I say, I prepared the memo- 
randum recommending it. 

Mr. Byrnes. May I ask, Mr. Avis, about the procedure there? 
When you get a complaint that apparently requires investigation, the 
investigation moves forward only after the proposition is submitted 
to the Commissioner and Assistant Commissioner, does it not? 

Mr. Avis. No; normally it would not go to the Commissioner or 
Assistant Commissioner. 








412 INTERNAL REVENUE INVESTIGATION 


Mr. Byrnes. Why was it sent to the Commissioner and the Assistant 
Commissioner in this case rather than taking its normal course? 

Mr. Avis. That calls for a conclusion, Mr. Congressman. 

Mr. Byrnes. It is your memorandum ¢ 

Mr. Avis. It is. 

Mr. Byrnes. Did you send it? 

Mr. Avis. I did, sir, but I do not know why Mr. Woolf submitted 
it to the Commissioner. 

Mr. Byrnes. I see. 

Mr. Avis. Please don’t misunderstand me. I just don’t know, but 
I have every reason to believe because of my notations that it was 
considered by them. 

Mr. Byrnes. Mr. Woolf would be the man who would know why 
he followed the procedure instead of going ahead and ordering an 
investigation ¢ 

Mr. Avis. Yes, sir. 

Mr. Torry. You stated, Mr. Avis, that this investigation which you 
recommended did not take place at this time. In fact, your October 
14, 1947, recommendation was directed to two things: The attempt to 
borrow money from Max Cohen of Baltimore and the charges of this 
affair with the employee in the office. Were either of those two mat- 
ters, as distinguished from the so-called Garner loan, ever investi- 
gated by the Bureau ? 

Mr. Avis. Well, I am inclined to think that they were investigated, 
to some extent at least, in connection with the Garner loan matter. 
Subsequently—and I don’t know whether you want me to go on here 
or not—in August of 1948 when this Garner loan matter came to the 
Bureau’s attention and to my attention, as a matter of fact, through 
the Assistant Attorney General in charge of the Criminal Division, 
after having been sent there by the United States attorney for the 
middle district of Georgia, I prepared on August 13, 1948, another 
memorandum to Mr. Woolf, Chief of the Intelligence Unit, in which 
I transmitted the Garner loan complaint and also a copy of my mem- 
orandum of October 14, 1947, relating to matters which were not in- 
vestigated at that time, and, as I recall, requested an investigation of 
both matters. 

Mr. Tosrn. So that again a year later you took the opportunity to 
suggest an investigation ‘of these same matters which had been refused 
for investigation by your superiors, some 8 months prior ? 

Mr. Avis. Well, at least they made a decision not to investigate 
them and I did resubmit the matter as of August 13. 

Mr. Tosrn. You testified that in August of 1948, Mr. John Cowart, 
a United States attorney in the State of Georgia, transmitted to the 
Attorney General information concerning this so-called Garner loan 
and thereafter that information was transmitted officially by the De- 
partment of Justice to the Bureau of Internal Revenue ¢ 

Mr. Avis. That is correct. 

Mr. Tosrn. And after the Department of Justice had transmitted 
this information concerning Mr. Tydings at that time you again recom- 
mended an investigation and this time there was one? 

Mr. Avis. That’s right; yes, sir. 

Mr. Torin. So that when the recommendation for investigation had 
come internally from the Bureau no investigation ensued, but when 
the matter was deemed to be known outside the Bureau and known 
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to the Department of Justice, the recommended investigation had 
ensued ¢ 

Mr. Avis. It did take place; yes, sir. 

Mr. Tosrn. When was the first report submitted to the Bureau 
after the recommendation in August of 1948 ¢ 

Mr. Avis. I believe that was ‘September 16, 1948, and again I ask 
the indulgence of counsel to tell me whether my date is correct. 

Mr. Ton. You may have the file, Mr. Avis. 

Mr. Avis. Yes; on September 16, there is a report here of Special 
Agent in Charge Palmer. 

Mr. Torin. Did he make a recommendation that time ? 

Mr. Avis. Yes; he did. He recommended that Donald Tydings be 
transferred outside of the Atlanta district. 

Mr. Toprn. And that was on the basis of this Garner loan 
transaction ¢ 

Mr. Avis. Yes, sir. 

Mr. Torry. In other words, the information on the Garner loan 
had come to the Bureau now from the Department of Justice and 
that matter was investigated but when that investigation of Mr. 
Tydings took place, the “matters now only within the Bureau were 
still not investigated ; isn’t that right? 

Mr. Avis. Now, you are spe: king of the—— 

Mr. Torrn. The Cohen loan and the alleged affair. 

Mr. Avis. They do not seem to be covered in the report of Special 
Agent in Charge Palmer, and I might say he also covered this recom- 
mendation that I had made for making an investigation in the office 
down there to determine whether or not Mr. Tydings was being 
maligned. 

Mr. Torin. Did he join with you in that recommendation ? 

Mr. Avis. Sir? 

Mr. Tostn. Did he join with you in that recommendation ? 

Mr. Avis. Mr. Palmer? 

Mr. Tosrn. Mr. Palmer. 

Mr. Avis. No. I believe he took the position that—he said this: 

It may be reasonably concluded from the foregoing that an open thorough 
investigation of this whole matter would almost inevitably deteriorate into a 
petty but intense controversy of faction against faction with a demoralizing effect 
upon the morale of the office. The situation would undoubtedly be bettered by 
the immediate withdrawal of Mr. Donald $8. Tydings from Treasury District 
No. 6. 

That was his conclusion. 

Mr. Tozrn. What happened to that recommendation ? 

Mr. Avis. About all I can say, counsel, is that the file would indi- 

cate that the special agent in charge was requested to make a further 
investigation in this matter and to take a statement from Mr. Tydings, 
and that that resulted in the report of Special Agent Bell—— 

Mr. Tostn. Which also recommended a transfer; did it not? 

Mr. Avis. Yes, it did; sir, and that report was dated October 29, 
1948. 

Mr. Tosry. And Special Agent B sell’s recommendation of October 
1948, to wit, that Mr. Tydings be transferred, was transmitted offi- 
cially by the Chief of the ‘Intelligene e Unit to whom that recommenda- 
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tion was made, when? In other words, when did Mr. Woolf transmit 
his man’s recommendation to his own superiors ? 

Mr. Avis. That was February 4, 1949, as far as this file shows. 
Again I am testifying from a file here. I have no knowledge of what 
Mr. Woolf did, sir. The file does reveal that on February 4, 1949, Mr. 
Woolf addressed a memorandum to the Commissioner transmitting 
these re ports. 

Mr. Byrnes. Where is Mr. Woolf now ? 

Mr. Avis. Mr. Woolf is retired. He was formerly the Chief of the 
Intelligence Unit. 

Mr. Torin. He is practicing law in Washington, sir. 

Mr. Avis. I guess he was in the Government service for 40 years. 

Mr. Byrnes. Is that the natural recommendation in these investi- 
gations, to just simply suggest that a man be transferred to some 
other area? 

Mr, Avis. That would all depend upon the factual situation. 

Mr. Byrnes. I mean here you have a fellow who is constantly giv- 
ing the Bureau trouble, constant charges made against him and re- 
quests for investigations going down through the years. It started, I 
think, way back in 1937. To me it looks like it ‘is just a matter of 
pampering a Government worker who is a problem child, and I can- 
not understand why nobody recommends anytime that the man be sus- 
pended or discharged. 

Mr. Avis. Are you asking me? 

Mr. Byrnes. Can you explain this? In this instance, for instance 
this investigator who was sent out to investigate had Mr. Tydings? 
personnel file, did he not? 

Mr. Avis. Yes, sir. 

Mr. Byrnes. And Mr. Woolf had his personnel file? 

Mr. Avis. He undoubtedly had access to it. 

Mr. Byrnes. And Mr. Woolf had it when he would make recom- 
mendations to the Commissioner? He would have it, would he not? 

Mr. Avis. Yes. 

Mr. Byrnes. So the record here that has been produced by the evi- 
dence before this committee was really for all intents and purposes 
before the Commissioner and Mr. Woolf down through the years, was 
it not ? 

Mr. Avis. Well, the files were available. They would be analyzed 
and the reports speak for themselves, sir. 

Mr. Byrnes. Would you not think that this man should have been 
suspended as far back as 1947 or 1948 at the latest ? 

Mr. Avis. All I can tell you, Mr. Congressman, is that I approved 
the recommendation of the Intelligence Unit and that subsequently I 
addressed a memorandum—in fact, I revised a memorandum at the 
direction of the Commissioner—to the Assistant Secretary of the 
Treasury with relation to this situation. 

Mr. Byrnes. I cannot help but feel, Mr. Avis, that this man was 
constantly giving the Division in which he worked difficulty. He 
was causing a considerable amount of expense to the Government, 
just your time in writing memorandums, Mr. Woolf’s time, and all 
these special investigators. 

Let me ask you this question : When he would be brought into Wash- 
ington to be questioned, the Government paid for his travel and per 
diem, did they not ? 
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Mr. Avis. Oh, yes. 

Mr. Byrnes. This was all during this period of 10 or 12 years. 
What obligation is there on the Government to keep a man under 
those circumstances ¢ 

Mr. Avis. Mr. Congressman, I don’t think there is any obligation 
to keep any man if he is not fit to be retained in the service. That is 
always a question of issue. It becomes not only a question for sub- 
ordinates to deal with, but sometimes, as in this case, the Secretary of 
the Treasury. I don’t want to appear to be avoiding any of your 
questions, and I’ll try to answer that one after this record is in here 
as best I can, but in this case everybody knew what the situation was 
here and it was one in which he did ultimately have the consideration 
of the highest officials of the Department. 

Mr. Byrnes. Let me ask your personal opinion. Having before you 
all of the information that has been in the departmental files can you 
see any interest of the Government to be served by keeping this individ 
ual on the payroll of the Government, other than to satisfy a United 
States Senator / 

Mr. Avis. I'll simply say this: That as of the time this report on 
the Garner loan matter was received, officials might well have differed 
as to whether or not this was a case for retention or possible separa- 
tion, depending upon the interpretation that was placed on the evi 
dence. 1 might say that that point of view is embodied in the memo 
randum that the Commissioner sent to the Assistant Secretar y in this 
matter. I probably haven’t directly answered your question. 

Mr. Byrnes. I would say as far as my conclusion is concerned, 
from what I have heard and seen of the file, there could be no interest 
of the Government served by keeping him on because he was just an 
expense to the Government and constantly being investigated neces- 
sitating calling him to Washington and writing memorandums back 
and forth within the Department. 

Mr. Avis. Well, do you want me to comment further on that? 

Mr. Byrnes. I think that is the real issue that this whole thing 
brings up as far as I can see as a member of the committee. It is a 
question of how you can maintain an efficient operation while at the 
same time handling with kid gloves employees who were constantly 
giving you trouble. 

Mr. Avis. I will concede that much more vigorous action could 
have been taken here, sir. 

Mr. Byrnes. Let me ask you this: Do you think some change in 
policy is required in order to prevent recurrences of dragged-out 
affairs like — where nothing happens really ? 

Mr. Avis. I don’t think this matter would be handled this way at 
all at the present time, Mr. Congressman. 

Mr. Byrnes. What do you think would be done tod: vy ¢ 

Mr. Avis. I just simply say that the action would have been more 
vigorous and there wouldn't have been the delay that there was in this 
case. 

Mr. Byrnes. Some definite action would have been taken ? 

Mr. Avis. Let me go back. I don’t want to interfere with counsel’s 
presentation here, but here you had a situation where on February 
15, 1937, Mr. Tydings was recommended by the Commissioner of In- 
‘etal Revenue, and the memorandum says that a commitment was 
made for the position of investigator in charge. 
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Chair Kean. That was 1937? 

Mr. Avis. That was 1937. That recommendation was not approved 
by the Treasury. Ata later date, some maybe 9 months later, he was 
made investigator in charge in West Virginia and did serve for 4 
years in West Virginia and for 3 years more in the same capacity in 
Baltimore, as investigator in charge, and his record there was good. 

Now, his record in Atlanta initially, up until the time that he got 
into this difficulty which has been described here as an affair, was 
good. 

It was in face of those facts that the officials dealt with this situa- 
tion. As I say, the memorandum, which I assume counsel intends 
to refer to here, of March 2, does describe that situation. 

Chairman Kran. Did you say his record was good back in 1937? 

Mr. Avis. I said that his record in West Virginia between °37 and 
41 was good. 

Chairman Kean. In 1937, we have this memorandum to Mr. Mc- 
Reynolds. By the way, who is Mr. McReynolds? 

Mr. Toxry. He is the administrative assistant to the Secretary. 

Chairman Kean. He was administrative assistant to the Secretary 
at the time? 

Mr. Avis. Yes, sir. 

Chairman Kean. I refer to this memorandum from Mr. Irey to him 
with reference to alleged acceptance of bribes. The memorandum 
was from Mr. Irey. 

Why did that memorandum go directly to the assistant to the 
Secretary’ It did not go through the office of the Alcohol Tax Unit. 

Mr. Avis. Simply bee: ause, Mr. Chairman, this matter was having 
the attention of the high de partmental officials. 

Chairman Kean. Even back in 1937? 

Mr. Avis. Yes, sir. The Commissioner of Internal Revenue and 
Mr. Berkshire, so the memorandum says, made a commitment that 
this man was to be made an investigator in charge, and it was sent 
to the Treasury and it was, as I understand it, disapproved in the 
‘Lreasury. 

Chairman Kean. Of course, at this time, this memorandum by Mr. 
Irey back in 1937, which I do not suppose you saw if it went directly 
to the Secretary of the Treasury, also notes that evidence was dis- 
closed indicating Mr. Tydings had not filed proper income-tax re- 
turns, and that was never followed up. 

Mr. Avis. Yes; that was the memorandum, I guess, which was the 
basis of the disapproval of the original recommendation of the Com- 
missioner for this appointment. 

Chairman Kean. This was back on February 18, 1937. 

Mr. Avis. Yes. I don’t recall that that was in the file. I don’t 
recall whether I ever saw it or not. 

Chairman Kran. This was back in 1937 and this was the one where 
several people testified that he had received bribes, but Mr. Irey 
stated that the character of the witnesses was such that that testimony 
could not be relied on so there was no recommendation except that he 
not be reassigned to Norfolk. 

Mr. Avis. Yes. What I have said is that after he was put in charge 
in West Virginia, investigator in charge, I think, as the record indi- 

cates, high officials in the Treasury Department dealt with it and 
concluded to give him an opportunity to demonstrate his fitness in an 
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administrative position. That was after it was originally rejected in 
Maryland. He was put in West Virginia and he served there for 4 
years, and his record was good. He then served an additional 3 years 
in Baltimore in the same capacity—it wasn’t a promotion—and his 
record was good. His record was good in Atlanta up until the time 
that he got into the difficulty that has been referred to here as an 
affair. 

Chairman Kran. Here was the Treasury Department telling the 
Bureau of Internal Revenue how to run the Bureau’s business. 

Mr. Avis. That is right; and that was done in this case, Mr. Chair- 
man, right down to 1949 and later, sir. 

Chairman Kran. It might be an argument for the separation of the 
Treasury Department and the Bureau, which some of us think might 
well be considered. 

Mr. Avis. Mr. Chairman, I am not here to testify on that point. I’d 
be opposed to it. 

Mr. Torin. Mr. Avis, on February 4, Mr. Woolf transmitted Mr. 
Bell’s investigative report with its recommendation for a transfer of 
Mr. -Tydings, and Mr. Woolf himself joined in that recommendation, 
did he not ? 

Mr. Avis. Yes, sir. 

Mr. Torin. And did not other officials of the Bureau of Internal 
Revenue join in that recommendation ? 

Mr. Avis. Yes; and I joined in it, and it was approved by the Com- 
missioner and initial steps were taken to transfer him to New Orleans. 

Mr. Torry. Since you have that memorandum before you, Mr. Avis, 
will you read for the record the names of those Bureau officials who 
approved this recommendation for transfer together with the dates 
of their approval ? 

Mr. Avis. Well, I approved it on February 11, 1949. Mr. Mealey 
approved it on the same date. Mr. Bolich, who was Acting Commis- 
sioner, approved it on February 16, 1949. And on February 17, a 
memorandum was prepared by the head of the Personnel Division in 
which the Alcohol Tax Unit was told to take the necessary action to 
transfer him. 

Mr. Tortn. From that file, Mr. Avis, is it not clear that all of the 
officials of the Bureau of Internal Revenue who would normally be 
consulted on a matter of this kind had all decided and approved the 
recommendation for transfer ? 

Mr. Avis. Yes, sir. 

Mr. Torry. And in the normal practice in such cases, the transfer 
would then have gone through, would it not ? 

Mr. Avis. Yes, sir. 

Mr. Toptn. You would not have had to have gone to the Treasury 
in the normal case and asked for approval of this transfer ? 

Mr. Avis. No, sir. 

Mr. Tosrn. And, in fact, you did not go to the Treasury and ask for 
approval of this transfer, did you? 

Mr. Avis. No, sir. 

Mr. Torry. Nevertheless, this transfer did not go through. Is there 
any indication from that file that you have before you as to why this 
transfer did not go through ? 

Mr. Avis. There isa notation on the memorandum here. 
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Mr. Torn. Would you read that, please? That is the memorandum 
directing that the papers transferring Mr. Tydings be prepared; i 
that right ? 

Mr. Avis. That’s right. On that memorandum in longhand, the 
following notation appears: 

In accordance with a Treasury decision, Mr. Tydings was allowed to stay in 
Atlanta. 

Mr. Torsrn. The initiative for this Treasury decision must have come 
from the Treasury ; isn’t that so? 

Mr. Avis. Well, I know it did. 

Mr. Tosrx. How do you know that, sir? 

Mr. Avis. Just from my contact with this whole situation. 

Mr. Tozrn. In other words, this was a matter in which the Treasury 
is not consulted as a matter e routine practice, and the Treasury 
was not consulted in this case by the Bureau. Nevertheless, before 
this transfer was allowed to become effective, the Treasury stepped in 
and directed that the transfer not be made; is that right? 

Mr. Avis. Yes, sir. I don’t know, of course, when this notation 
was put on this file here, but there is a different memorandum that 
indicates that there was a stop order put on this thing. 

Mr. Torin. In other words, Mr. Avis, on February 17, 1949, as far 
as the Bureau was concerned, Mr. Tydings was on his way out of 
Atlanta and somebody put a stop order on that. Our record of yester- 
day indicates that 9 days prior to February 17, or on February 8, the 
office of Senator T ydings had called Mr. Mealey, not to inquire about 
the transfer, but to inquire about Mr. Tydings’ promotion to district 
supervisor at the very time you were preparing to transfer him out 
as a disciplinary measure. Are you familiar with that phone call, 
sir? 

Mr. Avis. You would have to show it to me, Counsel. 

Mr. Toprn. I will show it to you. 

Mr. Avis. This is a transcript of a recorded telephone conversation 
of Mr. Mealey’s, made in the normal course of his official duties. 

Mr. Torry. And that transcript indicates that while the Bureau 
was planning to transfer Mr. Tydings out, Mr. Tydings and his 
cousin were planning instead to promote Mr. Tydings, 9 days prior 
to the official action taken by the Bureau to tr ansfer him ? 

Mr. Avis. That’s correct. 

Mr. Torry. After this stop order had been issued by the Treasury, 
the memorandum to the Assistant Secretary of the Treasury on this 
matter was prepared; is that right? 

Mr. Avis. That’s on March 2, 1949. 

Chairman Kean. You say, “that memorandum to the Assistant 
Secretary of the Treasury.” What are you talking about? 

Mr. Tosrn. That is the memorandum to which Mr. Avis had refer- 
ence in his testimony earlier, sir, It is a memorandum dated March 2, 
1949, prepared by the Bureau and in the main prepared by Mr. Avis, 
summarizing the facts of the Tydings case. 

Do you want to read that memor: andum, Mr. Avis? 

Chairman Kran. That was addressed to whom? 

Mr. Tostn. Mr. Graham, sir. 

Chairman Kean. Assistant Secretary ? 

Mr. Avis. Assistant Secretary Graham. 
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You mean you want me to read it, or actually read it aloud ¢ 

Mr. Tosin. Yes. 

Mr. Avis. To the committee or just to familiarize myself with it? 

Mr. Tosrn. I think since that is the only copy we have, it would be 
better if you read it, Mr. Avis. If you prefer, 1 will read it. 

Mr. Avis. This is addressed to Mr. Graham, Assistant Secretary, 
signed by George Schoeneman, Commissioner, re Donald 8S. Tydings, 
assistant supervisor, enforcement, Alcohol Tax Unit, Atlanta, (a. 


Attached is a memorandum from the Chief of the Intelligence Unit dated 
February 4, 1949, recommending the transfer of Donald 8S. Tydings, assistant 
supervisor, enforcement, Alcohol Tax Unit, Atlanta district, as the result of 
facts developed in connection with the investigation of the default in payment 
of a $3,000 loan obtained by Mr. Tydings and guaranteed by James W. Garner, 
a former Georgia bootlegger and briber of county and State officials. The 
recommendation of the Chief of the Intelligence Unit in this regard was ap 
proved under date of February 16, 1949. 

The facts developed in the investigation speak for themselves and are fully 
covered in Special Agent Bell’s report, attached as an exhibit. Regardless of 
whether this incident is regarded as a loan or a shakedown, the undisputed 
facts are that Mr. Tydings still owes Mr. Garner some $2,700 which is in 
default and has been sued to judgment, and which Mr. Tydings has the resources 
to pay but has not paid. 


Mr. Topin. Excuse me, sir; that right there is the point as far as 
the Garner transaction is concerned, is it not? 

Mr. Avis. It is, sir. 

Mr. Tosrn. As you put it in your memorandum, whether it was a 
loan or whether it was a shakedown, the fact remains that 3 years 
later he still had not paid it, although according to his own testimony 
he had the resources to do so. 


Mr. Avis (reading). The facts connected with the Garner incident have been 
the subject of a great deal of gossip among investigators in the Atlanta district 
and have been discussed with United States attorneys and Mr. Tydings has 
lost the respect of many of his subordinates and can no longer function to 
advantage in any administrative capacity in the Atlanta district. 

There is also attached a supplemental memorandum from the Chief of the 
Intelligence Unit dated March 1, 1949, concerning the efforts of Mr. Tydings 
on February 3, 1947, to borrow $2,500 from one Max Cohen, of Baltimore, Md., 
a former bawdy-house operator, night-club proprietor, and convicted income-tax 
violator. Mr. Tydings has conceded that the last paragraph of his longhand 
letter to Max Cohen (photostat attached) might readily be misinterpreted and 
misunderstood when read in connection with the first paragraph requesting the 
loan and that his action in that regard was most indiscreet. 

The facts connected with the Garner incident were first called to the Bureau’s 
attention through the Attorney General by the United States attorney, Macon, 
Ga., in a letter dated August 5, 1948, at which time the matter was referred to 
the Intelligence Unit. For more than a year prior thereto, there had been u 
great deal of factionalism and turmoil among the personnel in the Atlanta 
district. This factionalism resulted from misunderstandings and animosities 
which developed between Mr. W. D. Hearington, the district supervisor, and 
Mr. Tydings. The Bureau was deluged by the two factions with anonymous 
communications, making charges on the one hand against Mr. Hearington and 
on the other against Mr. Tydings. The disclosure of the Garner incident simply 
fanned the flames. Last September, prior to the receipt of the Intelligence Unit’s 
report, the Bureau had concluded that because of the factionalism and turmoil 
in the Atlanta district, conditions could only be corrected by supplanting and 
transferring the district supervisor and the two assistant supervisors. It was 
about this time that Mr. Hearington indicated that he contemplated filing his 
application for retirement in February of this year. It was therefore decided 
to await Mr. Hearington’s retirement before taking further administrative action 
toward correcting conditions. 

The enforcement problem in the Atlanta district, comprising the States of 
Georgia, South Carolina, Alabama, and Florida, has always surpassed that of 
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any other district. Since the abandonment of sugar rationing in July 1947, 
violations in this area have increased to such an extent that they now constitute 
a real threat to the revenue and are having a substantial effect on the sale of 
tax-paid spirits. In this connection, there is attached a copy of a communication 
from Louis S. Rosenstiel, chairman of the board of directors, Schenley Dis- 
tillers Corp., together with a market report furnished by his representatives, 
concerning conditions in Jacksonville, Fla. 

In light of existing conditions in the Atlanta district, it is imperative that a 
district supervisor be appointed with the capacity to eliminate factionalism, to 
direct a force of approximately 140 investigators, and to maintain the proper 
contact with, and respect of, Federal judges, United States attorneys, State 
officials, and local officers in connection with the suppression of the non-tax-paid 
liquor traffic. 

As I say, that was signed by George Schoeneman, Commissioner. 

Chairman Kran. Who wrote it? 

Mr. Avis. I did, sir. I mean I revised a memorandum that had been 
prepared in the Intelligence Unit. This is the finished product. 

Mr. Torin. That was the Bureau’s way of putting the Treasury 
Department and specifically the then Secretary of the Treasury on 
notice as to just what the facts were in Atlanta, Ga., in regard to Mr. 
Donald Tydings ¢ 

Mr. Avis. That’s right, sir. This transmitted the report of the In- 
telligence Unit and Mr. Woolf’s recommendation. 

Chairman Kran. Then at least Mr. Graham had full notice of the 
situation through that memorandum? 

Mr. Avis. Yes, sir. 

Mr. Toxin. Mr. Avis, is there any indication from that file that the 
Secretary of the Treasury, Mr. John W. Snyder, saw your memo- 
randum which you have just read to the committee ? 

Mr. Avis. There is a memor: andum—it’ s a route slip—directed by 
Mr. Graham, Assistant Secretary, and it’s printed in red in printing 
that I recognize as his, due to the handling of other matters. It’s 
directed to Miss Kelly. 

Mr. Torry. Who was the confidential secretary of the Secretary of 
the Treasury; is that right? 

Mr. Avis. I’m not certain about that, Mr. Tobin. That is some- 
thing that you would have to verify. 

Mr. Tontn. What does Mr. Graham’s route slip state ? 

Mr. Avis. “The Secretary wished to see this file again.” 

Mr. Toprn. He wished to see this file again? 

Mr. Avis. Yes. 

Chairman Kran. That shows he certainly saw it once. 

Mr. Torry. In the interim, Mr. Avis, between the time of the ap- 
proval in the Bureau of the transfer of Mr. Donald Tydings and the 
memorandum to the Assistant Secretary of the Treasury, the Secretary 
of the Treasury had received a letter from Senator Tydings requesting 
the promotion of Donald S Tydings to be district supervisor of 
Atlanta and that letter was placed in our records yesterday. The 
first sentence of that letter states that the Secretary of the Treasury 
and Senator Tydings had had a conversation prior to the writing of 
the letter with respect to Donald Tydings’ promotion. That would 
indicate to me that shortly after the recommendation for transfer had 
been approved in the Bureau, Senator Tydings contacted the Secre- 
tary of the Treasury. It was about this time that the stop order that 
you have referred to must have come down to the Bureau. Would you 
agree with that, do you think? 
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Mr. Avis. Well, there is this letter here from Senator Tydings di- 
rected to the Secretary dated February 23, and it does refer to Mr. 
Donald Tydings’ being appointed to succeed Mr. Hearington as 
district supervisor. 

Mr. Tosrn. In your memorandum of March 2 to the Assistant Secre- 
tary, you had recommended the appointment of Mr. Malsie as district 
supervisor. Does that memorandum indicate that Mr. Graham had 
taken that matter up? 

Mr. Avis. Well, in the memorandum that I prepared here which was 
signed by the Commissioner we did not make any specific recommenda- 
tion as to who should be appointed. We simply said that a district 
supervisor should be appointed that would command the respect of 
the personnel and officials in that area. 

Mr Tosrn. Is there a notation on that memorandum in Mr. Gra- 
ham’s handwriting or printing to the effect that Mr. Malsie was the 
man approved by the Bureau for appointment as district supervisor 

Mr, Avis. There is, and that memo is dated March 3, 1949, the next 
day after this memorandum was written. 

Mr. Tosry. You hae urged in your memorandum that a district 
supervisor with great capacity be appointed to eliminate factionalism 
in the Atlanta ce among many other things; isn’t that right? 

Mr. Avis. That’s right. 

Mr. Torry. And the solution adopted by the Treasury at this time 
was what? 

Mr. Avis. I might say here that I had proposed, as far as I was 
concerned, Mr. Robert Foley—— 

Mr. Topix. But the solution adopted by the Treasury was the 
designation of Mr. Malsie on an acting basis? 

Mr. Avis. That’s right; yes, sir. 

Mr. Tosty. Would not the designation of a district supervisor in 
this office under these conditions as acting tend only to incite factional- 
ism rather than cut it down? 

Mr. Avis. Well, it did in this instance, yes, sir. 

Mr. Topix. Was not the appointment of an acting district super- 
visor simply an invitation to Donald 8. Tydings to continue his ef- 
forts to get the job? 

Mr. Avis. Well, subse quent facts indicated that to be the situation; 
subsequent developments did. 

Mr. Byrnes. Your memorandum to Mr. Graham is dated March 2, 
is it not? 

Mr. Avis. Yes; it was a memorandum of the Commissioner, and 
I wanted to say this further: That the Commissioner indicated pretty 
specifically what he wanted in that memorandum. I didn’t talk 
with him, but it came to me second hand. 

Chairman Kran. The Commissioner being Mr. Schoeneman ? 

Mr. Avis. Yes, sir. 

Mr. Byrnes. The purpose of that memorandum was to advise the 
Secretary and Mr. Graham of the background ipvornaasicn relative 
to Mr. Tydings and his position in Atlanta, was it not? 

Mr. Avis. Yes, sir. 

Mr. Byrnes. Why then was reference to this affair, reference to 
the loans he had m: ade from other employees, and the difficulty that 
had occurred in their getting repayment, matters relating to prior 
difficulty, specifically omitted ¢ 
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Mr. Avis. It wasn’t specifically omitted. The memorandum of Mr. 
Woolf’s which had been approved all along the line was attached to 
this and that included the Garner loan, the Max Cohen letter, and the 
record as disclosed by that investigation, yes, sir. 

Mr. Byrnes. In other words, the exhibits did have references to 
these other events? 

Mr. Avis. Exactly: oh, yes. 

Chairman Kran. So Secretary Snyder knew everything? 

Mr. Avis. Well, there is evidence here that the file was brought to 
his attention and we did subsequently discuss this in his office, sir. 

Mr. Tosry. Mr. Avis, on April 14, 1949, according to the Mealey 
diary, there was a conference in Secretary Snyder’s office at which you, 
Commissioner Schoeneman, and Mr. Mealey were present. Do you 
recall that ? 

Mr. Avis. Well, now, I don’t know whether I was there at that one 
or not, Mr. Counsel. I was there at the second conference and my 
best recollection is that I wasn’t at the first conference, although it 
is possible that I may have been. 

Mr. Torry. The Mealey diary also indicates, Mr. Avis, that the 
second conference to which you refer was held on April 21, and that 
there were present at this conference in addition to yourself, Mr. 
Mealey, Mr. Schoeneman, the Secretary, Senator Tydings, and his 
cousin, Donald Tydings. Were you present at this conference? 

Mr. Avis. Yes, sir. 

Mr. Tosrn. Will you describe to the committee what happened at 
that conference ? 

Mr. Avis. Mr. Chairman, the purpose of that conference, as I 
recollect it—and I made no memorandum of it—was that the Sen- 
ator was there, first, to protest the transfer of Donald Tydings to 
New Orleans and, second, to urge that he be appointed district super- 
visor in Atlanta. 

Mr. Torry. Would you describe the conference as peaceful and 
calm ? 

Mr. Avis. Well—— 

Mr. Tosry. Let me put it this way 

Mr. Avis. There was considerable discussion of the Garner loan 
incident in this report and the Senator asked a number of very specific 
and pointed questions, and because I was more familiar with the file, 
I think, than anybody else that was there, I answered them. There 
was some difference of opinion as to what conclusions could be drawn 
from the factual situation. 

Mr. Tosry. Was the Senator a vigorous participant in these 
discussions ? 

Mr. Avis. Yes, sir. 

Mr. Torry. As a matter of fact. Mr. Avis, your task at that confer- 
ence was to attempt to answer and rebut the forceful arguments made 
by Senator Tydings as to why his cousin should be promoted? That 
was your job, was it not? 

Mr. Avis. Well, I think I was only taken along because of the fact 
that I did have a greater familiarity with the file and was in a better 
position to discuss the situation and to ac quaint everybody there with 
the facts in the report. 

Chairman Kran. How did the Senator take your views—politely ? 

Mr. Avis. Well, he took issue with some things. 
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Chairman Kran. Did he treat you roughly ? 

Mr. Avis. I wouldn’t say it was rough. I didn’t consider there was 
anything discourteous or anything of the sort at all. 

Chairman Kran. He was just forceful ? 

Mr. Avis. He had very pronounced views about—— 

Mr. Toprn. About what ? 

Mr. Avis. Well, about the factual situation. Of course, he was at a 
disadvantage because he only knew what he had been told, and there 
was some reading from the reports and discussion and some question- 

ng of Donald Tydings there by the Senator; some explanations 
vammated, 

Chairman Kran. Had it been evident he had been told a great deal 
by Mr. Donald Tydings about the situation ? 

Mr. Avis. Well, he knew something about it. I’m not so sure that 
he was too well informed. 

Mr. Tortn. Mr. Avis, in a conversation with Assistant Secretary 
Graham on the telephone, Mr. Mealey described a conference to Mr. 
Graham who app: wea was not present. 

Mr. Avis. No; Mr. Graham was not present at that conference. 

Mr. Torin. This is what Mr. Mealey had to say about it: 


* * * 


we had session with Secretary. We pointed out some things in that file 
that Mr. Tydings could not explain. So T asked 
this apparently refers to the April 14 meeting— 


if we could not bring Tydings in here. So we did that. Then the Commissioner 
called me to say that we had another appointment with the Senator and Secretary. 
So all of us were there—Donald Tydings, Commissioner, Avis, and I. Well, 
Donald Tydings should have stayed home. He still could not answer questions, 
particularly the one whereby he bought the house and had borrowed money 
from a bootlegger. He could not explain that. 

Is that an accurate statement, do you think? 

Mr. Avis. I think that might be what you would call a summary of 
the conference, a brief summary. 

Mr. Tostn. Do you recall what explanation Donald Tydings made 
then as to the Pane of these loans? 

Mr. Avis. No, sir; not independent of the explanations he made in 
the file, I couldn't recall. 

Mr. Torry. Mr. Avis, prior to the two meetings of April 1949 at 
the office of the Secretary had the Bureau been advised by a representa 
tive of the press that the facts of the Tydings situation were known 
and might become public? 

Mr. Avis. Well, you may have help me on that. I’m not sure 
whether that was before or after. I did have an inquiry, I know that, 
but I can’t place the time specifically here. I just don’t know whether 
it was before or after. 

Mr. Torry. Mr. Avis, on April 4, 1949, was there a telephone call to 
Mr. Bolich? 

Mr. Avis. Yes. Well, now, wait a minute. What is the date of our 
conference in the Secretary’s office ? 

Mr. Torin. April 14. 

Mr. Avis. That’s the first one. That’s the one I’m not sure whether 
T was there or not. I’m inclined to think I was not. Yes, that inquiry 
from the press was ahead of the conference, yes, sir. 

Mr. Tostn. Mr. Drew Pearson’s leg man called you, did he not ? 
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Mr. Avis. Well, I would rather describe him by name if I remem- 
bered it. I remember one of his men called me, but I can’t be sure now 
which one it was, sir. 

Mr. Tortn. Did he indicate to you considerable knowledge of the 
Tydings situation? 

Mr. Avis. Yes. He had that Kemp letter and I think he had about 
everything that had gone down to the United States attorney at 
Macon. 

Mr. Tonin. And you reported to Mr. Mealey that Mr. Pearson’s man 
had contacted you ! 

Mr. Avis. Yes, sir. 

Mr. Tosrn. And Mr. Mealey, according to our records, passed that 
intelligence on to Mr. Bolich. Now, sir, had Mr. Hearington indi- 
cated to you or to anyone in the Bureau, to your knowledge, that if 
Mr. Tydings were to become district supervisor he, Hearington, would 
relate certain facts to the press? 

Mr. Avis. Had Mr. Hearington ever related that to me? 

Mr. Toprn. Yes. 

Mr. Avis. If he did, I don’t recall it, sir. 

Mr. Toprn. You testified here that he made it known to the Bureau 
that if Tydings were made district supervisor, he would have certain 
things to give out to the newspapers. 

Mr. Avis. He may have told me that. I don’t recall it, sir. 

Mr. Torry. Could the fact that certain of these facts relating to Mr. 
Tydings might come out in the press, could that knowledge on the 
part of the Treasury have anything to do with the decision not to make 
Mr. Donald S. Tydings district supervisor in Atlanta at that time? 

Mr, Avis. Well, it could, but I don’t believe he ever had any inten- 
tion of making Donald Tydings district supervisor. I mean, if you 
just want my opinion, I just don’t. I base it on the fact that Malsie 
was flown down there overnight on March 4 which was just 2 days 
after this March 2 memorandum. 

Mr. Torn. With reference to that point, Mr. Avis, the Mealey tele- 
phone transcripts again indicate, and I will read you portions of a 
conversation between Mr. Mealey and Mr. Graham on March 7: Mr. 
Mealey had called to say that Senator Tydings wanted to talk to him 
and Mr. Mealey was inquiring as to what he should say if he had to 
talk to Senator Tydings. Graham replied: “Only thing I know is 
what I transmitted to DB on Thursday,” the day ‘before Mr. Malsie 
went to Atlanta, “that the Secretary thought we should transfer Mal- 
sie down there as acting.” Was the Secretary’s decision, in your judg- 
ment, that Mr. Malsie be made acting district supervisor ¢ 

Mr. Avis. Well, I would have no impression other than from what 
you read there. Apparently that was Mr. Mealey’s impression. 

Mr. Tonrn. In any event, you have no indication from that file, 
or any knowledge independent of it, that the Bureau ever thought it 
was a good idea to make Mr. Malsie acting district supervisor; is that 
right? 

Mr. Avis. Well, I think that as far as the Bureau was concerned, 
if the decision had been up to them, it would have been made perma- 
nent right then. 

Mr. Torry. But the idea to make Mr. Malsie acting apparently came 
from the Treasury? At least it did not come from the Bureau ¢ 

Mr. Avis. As far as I know, it did not, sir. 
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Mr. Topix. At the conference on April 21, 1949, did the Secretary 
make a commitment to Senator Tydings? L 

Mr. Avis. Well, there was some discussion about if Donald Tyd- 
ings were transferred to New Orleans that that would prevent his 
future—and that was regarded as a disciplinary measure—that would 
prevent his future promotion to the position of district supervisor. 

Mr. Tort. It would nevertheless have been a one-grade promotion, 
would it not? 

Mr. Avis. It would have, yes, sir, and I would much rather Mr. 
Graham’s memorandum would stand on this point than my recol- 
lection, but if one coincides with the other, I think that the Secre- 
tary did have something to say that if he went to New Orleans and 
he made a good record down there, that in a year or so he could be 
considered for promotion. 

Mr. Torin. As district supervisor ? 

Mr. Avis. Yes. 

Mr. Torin. In other words, at this conference, at least one of the 
subjects of which was possible disciplinary action on Donald Tydings, 
the Secretary of the Treasury after having apparently seen the com- 
plete Tydings file on at least two occasions, committed himself to 
Senator Tydings to make Donald S. Tydings a district supervisor if 
he behaved himself in New Orleans and committed himself to do that 
within a year? 

Mr. Avis. I wouldn’t say that that was a final commitment or any- 
thing of that sort. There was some discussion of it and it was recog- 
nized subsequently by Mr. Graham in September when a final de- 
cision was made with reference to the appointment of Malsie in 
Atlanta, and that is the subject of a memorandum made by Mr. 
Graham. 

Mr. Tostn. In any event, sir, is it your impression that at the con- 
clusion of the conference on April 21, that Donald S. Tydings agreed 
to go to New Orleans, and that Senator Tydings agreed that he would 
go? 

Mr. Avis. That was the conclusion that I had, and I believe that 
everybody else had. 

Mr. Torry. And subsequently was it agreed at that time on April 
21 that Mr. Malsie would be made the district supervisor in Atlanta? 

Mr. Avis. Oh, no. 

Mr. Tosrn. That was not discussed ? 

Mr. Avis. Wait just a minute now. 

Mr. Torrn. I have a memorandum. 

Mr. Avis. I don’t remember any discussion of the situation with 
Senator Tydings up in the Secretary’s Office. 

Mr. Torry. y secon not with Senator Tydings. Mr. Avis, I show 
you a memorandum, dated April 29, 1949, from Mr. Mealey to Com- 
missioner Schoeneman, and ask you if that refreshes your recollection 
on that point? 

Mr. Avis. It refreshes my recollection to this extent, that regard- 
less of whether or not there was any discussion about what was to be 
done with Malsie, that we took it that if Tydings was transferred to 
New Orleans we were free to go ahead and put Malsie in the job. 

Mr. Tosrn. And papers were prepared in the Unit and sent to Com- 
missioner Schoeneman to make Mr. Malsie district supervisor and 
transfer Mr. Tydings with a one-grade promotion to New Orleans? 
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Mr. Avis. That is right, and to transfer Mr. Howell to Atlanta as 
assistant supervisor, the same Mr. Howell that is now down there as 
Assistant District Commissioner. 

Mr. Tosrn. Did those transfers and promotions go through at that 
time? 

Mr. Avis. No, sir. 

Mr. Tosin. w hy not? 

Mr. Avis. Well, there were instructions received to hold them up, 
and I don’t know who issued the instructions in the Treasury. They 

came from the Treasury, and I have referred to them in other memo- 
randums that I woe at the time when this thing was first in my mind. 
It has been 4 years ago. 

Chairman Saw an. The instructions came from the Treasury, not 
from someone in the Bureau ? 

Mr. Avis. That is right, and it had something to do with the Rogers 
situation. It was a proposal that if Tydings were made district super- 
visor that Rogers, who was investigator in charge in Alabama, was to 
move over and take Tydings’ job as assistant district supervisor, and 
I was told at that time, and it is so indicated in a subsequent memo- 
randum that I made on this overall subject, that there was a further 
intervention in the Treasury and that that was why these transfers 
were not consummated. 

Mr. Tosrn. The reason why the transfer was not consummated, ac- 
cording to your understs unding, was that if there was a vacancy to be 
created in Atlanta by the transfer out of Mr. Tydings, Senator Spark- 
man wanted Mr. Rogers to have that vacancy ? 

Mr. Avis. That is right. 

Mr. Tosrn. And since that could not be worked out, the whole 
agreement predicated on Mr. Tydings going to New Orleans had to 
fall; is that right ? 

Mr. Avis. It fell. There is no doubt about that. Whether there 
was any other factor, I don’t know, besides that. I wasn’t given any 
other explanation of it. 

Mr. Tosrn. So when’this agreement fell, the situation in Atlanta 
continued, and by this time the Bureau had received considerable in 
the way of indications that the situation in Atlanta was not good; isn’t 
that so? 

Mr. Avis. By what time now, sir? I am sorry. 

Mr. Torry. Certainly by the time that the transfer to New Orleans 

Donald Tydings had fallen through? Certainly by that time, 
which was after April 29, the Bureau was on notice that there was 
more trouble in Atlanta? 

Mr. Avis. Well, I think that we got notice right along about that up 
until we finally settled that matter the next September. 

Mr. Tostn. What did Senator Tydings do during this interim while 
nothing was happening? Did he contact you, Mr. Avis? 

Mr. Avis. Oh, yes, finally. Yes, he contacted me, or his secretary 
did. 

Mr. Tosrn. Did you make a memorandum of the subsequent events 
with respect to that? 

Mr. Avis. Yes, sir, I did. 

Mr. Torsryn. Mr. Chairman, I request that that memorandum be 
made a part of the record at this point. 

Chairman Kean. Without objection, so ordered. 
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(The memorandum referred to is as follows:) 


UNITED STATES GOVERNMENT OFFICE MEMORANDUM 


To: Mr. Mealey. 
From: Mr. Avis (initialed). 
Subject: Interview with Senator Tydings. 

On Monday afternoon late a call was received from Senator Tydings’ secre- 
tary stating that the Senator would like to see me in his office at 12 nocea on 
Tuesday, August 16, 1949. I immediately notified you of the Senator’s request 
and you, in turn, called the Commissioner. At the Commissioner’s request you 
advised Assistant Secretary Graham. It was assumed that the Senator desired 
to discuss either the present status of his nephew, Donald Tydings, assistant 
supervisor, enforcement, in the Atlanta district or the vacancy which recently 
occurred in the position of assistant supervisor, enforcement, in the Baltimore 
district. 

A. I reported at the Senator's oflice as requested. While the Senator was 
very pleasant, his conversation was so emphatic as to make it quite apparent 
that the purpose of the interview was to constitute an ultimatum to appoint 
Donald Tydings district supervisor in the Atlanta district or at least to a posi- 
tion of equal grade and rank in another district. 

The Senator opened the conversation by saying that he wanted to talk about 
Donald Tydings and determine his status. He stated that he had heard nothing 
from Donald following the conference in the Secretary's office (April 28, 1949) 
and that he didn’t even know whether Donald had been transferred to New 
Orleans as contemplated, until he discovered in a recent exchange of corre- 
spondence that Donald was still in Atlanta. He then inquired why Donald 
had not been transferred and what the situation was in Atlanta. I told him that 
the transfer of Donald Tydings to New Orleans as tentatively agreed on at the 
conference in the Secretary’s office was not consummated as I understood it 
because it involved a shift of assistant supervisors and that Senator Sparkman 
of Alabama had objected as this would have precluded the consideration of Mr. 
Rogers, whom he was sponsoring for the position of assistant supervisor, enforce 
ment, in the Atlanta district. The Senator then went on to say that he felt 
that Donald Tydings should have been named district supervisor in Atlanta, as 
he had earned the appointment and that the Bureau's position that he (Donald 
Tydings) could not continue functioning to advantage in the Atlanta district 
because he could not command the respect of his subordinates was no longer 
tenable, as the investigation by the Intelligence Unit had been concluded in 
the fall of 1948; the conferences held in the Secretary’s office in April 1949: 
and this was August and the Bureau had continued to permit him to function 
as assistant supervisor, enforcement, Atlanta district, all this time. I agreed 
with the Senator that the Bureau’s inaction might appear to be inconsistent 
but pointed out the opposition which is sometimes encountered in effecting 
appointments and transfers of administrative personnel. 

B. At this stage of the conversation the Senator wanted to know why Mr. 
Malsie had been selected as the district supervisor in Atlanta. He went on to 
say that he understood Mr. Malsie had been transferred 3 or 4 times and that 
he had information to the effect at least some of the transfers were brought 
about by Mr. Malsie’s difficulties. He then stated he also had information that Mr. 
Malsie had tried to get the job of district supervisor in Chicago but failed. I 
assured the Senator that Mr. Malsie’s transfers for the most part were promo- 
tions and that none of them were for disciplinary reasons. I told him that Mr. 
Malsie had sought the position of district supervisor in Atlanta based on his 
former residence in Florida and that he had been designated as acting district 
supervisor because he was regarded as a very aggressive officer with long and 
successful administrative experience. I specifically pointed out that he had not 
sought the position of district supervisor in Chicago nor had he been considered 
for it, although he now has a permanent status as assistant supervisor, enforce- 
men, in that district. 

I was placed on the defensive by a remark made by the Senator that he had 
information to the effect that Mr. Malsie’s conduct since his designation as acting 
district supervisor in Atlanta had not been above reproach. He indicated he had 
information that Mr. Malsie had traveled to Miami by plane over a weekend 
with a lady clerk in the office. I told him I doubted this very much. 

C. The Senator next stated in substance that he had concluded that there were 
people in administrative positions in the Government service who were guilty of 
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more serious misconduct than Donald Tydings; that they had been allowed to re- 
main in administrative positions ; and that he (Senator Tydings) had been called 
upon by the administration to help extricate some of them from their difficulties. 
He went on to say that he was carrying a heavy burden for the administration; 
that he had asked for nothing and received nothing, but that he was going to 
insist upon Donald Tydings’ appointment as district supervisor in Atlanta and 
that if he did not get satisfaction from the Secretary, he would carry the matter 
to the President. This he reiterated several times. His position throughout 
the interview was much the same as he originally assumed at the initial con- 
ference in the Secretary’s office; namely, that Donald had earned the promotion 
and that he had done nothing which was sufficiently serious to preclude his 
appointment as district supervisor in Atlanta. 

Toward the end of the interview the Senator again brought up the question 
of Mr. Malsie’s conduct since he was designated acting district supervisor. 
He then read from a letter which I assumed from the context was recently 
written to him by Donald Tydings, although the Senator did not so identify it. 
The letter alleged that Mr. Malsie had invited four girls in the office to a Sun- 
day morning breakfast in his apartment and that these girls had accompanied 
him on the same day to some lake, approximately 300 miles distant, in a Gov- 
ernmeéent-owned car. The letter also referred to plane trips made by Malsie 
over weekends to Jacksonville, Miami, and Tampa, Fla., at Government expense, 
and to the fact that he had been on per diem continually since his assignment 
as acting district supervisor in the Atlanta district. I explained to the Senator 
that Mr. Malsie was on per diem by virtue of the fact that he was in acting 
status. I ventured the opinion that any travel performed by Mr. Malsie over 
weekends was on official business and stated that the Bureau would like to look 
into this matter further, as well as the allegation as to misuse of a Government 
ear. The Senator stated emphatically that he was not requesting any investiga- 
tion. I then referred to the previous allegation that Malsie had been accom- 
panied by a clerk on one of his plane trips. The Senator then stated that he 
found no reference to that in the letter and that he may have been mistaken. 

On several occasions during the interview the Senator attempted to argue 
the facts in regard to the Garner loan and the other incidents prior thereto. I 
maintained throughout the interview the position that the Inelligence Unit had 
made a thorough investigation of Donald Tydings’ conduct as assistant super- 
visor, Enforcement, in the Atlanta district and had recommended his transfer; 
that this recommendation had been approved by the responsible Bureau officials, 
including the Commissioner; that the matter of his transfer had been thrashed 
out at two conferences in the Secretary’s office, attended by the Senator; and 
that as far as I knew the Bureau’s position had not changed. 

Inasmuch as the Senator was adamant in his position that Donald Tydings 
be made district supervisor_in the Atlanta district, and as long as he had em- 
phatically stated he would take the matter to the President, if necessary, I asked 
him at the conclusion of the conference whether his position was that no other 
appointment for Donald other than that of district supervisor in Atlanta would 
be acceptable to him. He stated that he did not want to go that far; that the 
position of district supervisor of equal grade and rank in another district would 
be regarded as acceptable although any move would be very expensive from 
Donald’s viewpoint, as he would certainly take a severe loss on his home. I then 
called the Senator’s attention to the fact he had agreed to Donald’s transfer 
to New Orleans and asked him whether a transfer as assistant supervisor to that 
district or any other district would be acceptable, pointing out that there was 
a vacancy in the position of assistant supervisor in the Batlimore district. He 
replied that under the circumstances Donald's transfer as assistant supervisor, 
Enforcement, to any district would not be satisfactory to him. 

The Senator showed only casual interest when I mentioned the vacancy as 
assistant supervisor, Enforcement, in the Baltimore district, stating that he had 
written a letter endorsing a career employee for this position at the instigation 
of some of his friends. I asked him whom he had recommended, and it was 
necessary for him to call his secretary to ascertain that it was Mr. William T. 
senson, present investigator in charge for the State of Maryland. 

At the conclusion of the conference I stated to the Senator that I would 
make his position clear to my superiors. He requested that the filling of the 
vacancy as district supervisor in Atlanta, as well as Donald’s transfer, be held 
in status quo pending further consideration of the matter. I told him that his 
request in this regard would be placed before the Commissioner. 

I have endeavored to determine in my own mind why the Senator took this 
matter up with me rather than with the Commissioner or the Secretary. I have 
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reached the conclusion that, first, he did not wish to bother them at this time: 
second, he was seeking information which he perhaps felt I was in the best 
position to furnish; and third, he possibly intended to use me as a medium of 
working out some sort of a compromise to Donald’s advantage. This, of course, 
is nothing more than a conjecture on my part. 


Chairman Kean. Are you going to read it? 


Mr. Topi. It is quite long, sir. I thought that I would simply ask 
Mr. Avis about it. 


Is the original memorandum dated in the file, Mr. Avis? 

Mr. Avis. August 18, 1949. 

Chairman Kran. Will you read the substance of it ? 

Mr. Tosry. You got a call from Senator Tydings’ office on Aug- 
ust 16, 1949, according to this memorandum. You notified Mr. 
Mealey, Mr. Mealey called the Commissioner, and, at the Commis- 
sioner’s request, Mr. Mealey called Assistant Secretary Graham. 
Then you went to see Senator Tydings at his office. 

Chairman Kean. The memorandum says that Senator Tydings’ sec- 
retary asked to see Mr. Avis. 

Mr. Tosrn. And he complied with that request. 

Mr. Avis. That is right. 

Mr. Tosry. Do you want me to read the first part ¢ 

Chairman Kean. I think so. 

Mr. Topin (reading) : 


I reported at the Senator’s office as requested. While the Senator was very 
pleasant, his conversation was so emphatic as to make it quite apparent that 
the purpose of the interview was to constitute an ultimatum to appoint Donald 
Tydings district supervisor in the Atlanta district, or at least to a position of 
equal grade and rank in another district. 

The Senator opened the conversation by saying that he wanted to talk about 
Donald Tydings and determine his status. He stated that he had heard nothing 
from Donald following the conference in the Secretary’s office (April 28, 1949) 
and that he didn’t even know whether Donald had been transferred to New 
Orleans as contemplated, until he discovered in a recent exchange of correspon- 
dence that Donald was still in Atlanta. He then inquired why Donald had not 
been transferred and what the situation was in Atlanta. I told him that the 
transfer of Donald Tydings to New Orleans as tentatively agreed on at the 
conference in the Secretary’s office was not consummated as I understood it 
because it involved a shift of assistant supervisors and that Senator Sparkman of 
Alabama had objected as this would have precluded the consideration of Mr. 
Rogers, whom he was sponsoring for the position of assistant supervisor, en- 
forcement, in the Atlanta district. The Senator then went on to say that he 
felt that Donald Tydings should have been named district supervisor in Atlanta, 
as he had earned the appointment and that the Bureau’s position that he (Don- 
ald Tydings) could not continue functioning to advantage in the Atlanta district 
because he could not command the respect of his subordinates was no longer 
tenable, as the investigation by the Intelligence Unit had been concluded in the 
fall of 1948; the conferences held in the Secretary’s office in April 1949; and 
this was August and the Bureau had continued to permit him to function as 
assistant supervisor, enforcement, Atlanta district, all this time. I agreed with 
the Senator that the Bureau’s inaction might appear to be inconsistent but 
pointed out the opposition which is sometimes encountered in effecting appoint- 
ments and transfers of administrative personnel. 


Most of that opposition was his, was it not? 
Mr. Avis. There were two situations involved here, sir. 
Mr. Torry. Certainly some of the opposition came from the Senator 


himself ? 
Mr. Avis. Yes, sir. 
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Mr. Topin (reading) : 

At this stage of the conversation the Senator wanted to know why Mr. Malsie 
had been selected as the district supervisor in Atlanta. He went on to say that 
he understood Mr. Malsie had been transferred three or four times and that he 
had information to the effect at least some of the transfers were brought about 
by Malsie’s difficulties, 


Is that accurate in your judgment ? 

Mr. Avis. Well, that is what he said, but I told him at the time that 
that was not a fact. I believe I did. I have not been following your 
reading here as closely as I might have. 

Mr. Tosrxn. You went on, according to your memorandum, to point 
out that Mr. Malsie had had a satisfactory record ¢ 

Mr. Avis. That is right. 

Mr. Tostn. Then you discussed these allegations made of miscon- 
duct on Mr. Malsie’s part? 

Mr. Avis. Yes, sir. 

Mr. Torin. Which you have indicated you did not place much sub- 
stance 1n. 

Chairman Kran. Now, the Senator would not have gotten any of 
this information derogatory to Mr. Malsie except probably from 
Donald Tydings himself, would he? 

Mr. Avts. Well, I think I say in this memorandum that the Senator 
read from a letter which I assumed had been written by Donald 
Tydings. Of course, that was pure assumption on my part. 

Mr. Tosrn (reading) : 

The Senator next stated in substance that he had concluded there were people 
in administrative positions in the Government service who were guilty of more 
serious misconduct than Donald Tydings; that they had been allowed to remain 
in administrative positions; that he (Senator Tydings) had been called upon by 
the administration to help extricate some of them from their difficulties. He 
went on to say that he was carrying a heavy burden for the administration; that 
he had asked for nothing and received nothing, but that he was going to insist 
upon Donald Tydings’ appointment as district supervisor in Atlanta and that 
if he did not get satisfaction from the Secretary, he would carry the matter to 
the President. This he reiterated several times. His position throughout the 
interview was much the same as he originally assumed at the initial conference 
in the Secretary’s office ; namely, that Donald had earned the promotion and that 
he had done nothing which was sufficiently serious to preclude his appointment 
as district supervisor in Atlanta. 

Chairman Kran. Mr. Counsel, in that connection, what was the date 
of the telegram that Mr. Donald Tydings sent to Senator Tydings 
giving the exact statement, demanding that he be appointed to the job, 
and saying that the Senator would go to the President ? 

Mr. Tosrn. That was March 4, 1949. 

Chairman Kran. What is this date? 

Mr. Torin. August 18. 

Chairman Kean. This is quite a lot after. Thank you. 

Mr. Tos1n (reading) : 

Toward the end of the interview the Senator again brought up the question 
of Mr. Malsie’s conduct since he was designated acting district supervisor. He 
then read from a letter which I assumed from the context was recently written 
to him by Donald Tydings, although the Senator did not so identify it. ‘The 
letter alleged that Mr. Malsie had invited four girls in the office to a Sunday- 
morning breakfast in his apartment and that these girls had accompanied him 
on the same day to some lake, approximately 300 miles distant, in a Government- 
owned car. The letter also referred to plane trips made by Malsie over weekends 
to Jacksonville, Miami, and Tampa, Fla., at Government expense, and to the 
fact that he had been on per diem continually since his assignment as acting 
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district supervisor in the Atlanta district. I explained to the Senator that Mr. 
Malsie was on per diem by virtue of the fact that he was in acting status. I 
ventured the opinion that any travel performed by Mr. Halsie over weekends 
was on official business and stated that the Bureau would like to look into this 
matter further, as well as the allegation as to misuse of a Government car. 
The Senator stated emphatically that he was not requesting any investigation. 
I then referred to the previous allegation that Malsie had been accompanied by a 
clerk on one of his plane trips. The Senator then stated that he found no 
reference to that in the letter and that he may have been mistaken. 

On several occasions during the interview the Senator attempted to argue 
the facts in regard to the Garner loan and the other incidents prior thereto, 
| maintained throughout the interview the position that the Intelligence Unit 
had made a thorough investigation of Donald Tydings’ conduct as assistant 
supervisor, enforcement, in the Atlanta district and had recommended his trans 
fer; that this recommendation had been approved by the responsible Bureau 
officials including the Commissioner; that the matter of his transfer had been 
thrashed out at two conferences in the Secretary's office, attended by the Senator ; 
and that as far as I knew the Bureau’s position had not changed. 

Inasmuch as the Senator was adamant in his position that Donald Tydings 
be made district supervisor in the Atlanta district, and as long as he had em 
phatically stated he would take the matter to the President, if necessary, I asked 
him at the conclusion of the conference whether his position was that no other 
appointment for Donald other than that of district supervisor in Atlanta would 
be acceptable to him. He stated that he did not want to go that far; that the 
position of district supervisor of equal grade and rank in another district would 
be regarded as acceptable although any move would be very expensive from 
Donajd’s viewpoint, as he would certainly take a severe loss on his home, | 
then called the Senator’s attention to the fact he had agreed to Donald’s transfer 
to New Orleans and asked him whether a transfer as assistant supervisor t: 
that district or any other district would be acceptable, pointing out that there 
Was a vacancy in the position of assistant supervisor in the Baltimore district 
He replied that under the circumstances Donald’s transfer as assistant super 
visor, enforcement, to any district would not be satisfactory to him. 

The Senator showed only casual interest when I mentioned the vacancy as 
assistant supervisor, enforcement, in the Baltimore district, stating that he had 
written a letter endorsing a career employee for this position at the instigation 
of some of his friends. I asked him whom he had recommended, and it was 
necessary for him to call his secretary to ascertain that it was Mr. William T. 
Benson, present investigator in charge for the State of Maryland. 

At the eonclusion of the conference I stated to the Senator that I would make 
his position clear to my superiors. He requested that the filling of the vacancy 
as district supervisor in Atlanta, as well as Donald’s transfer, be held in status 
quo pending further consideration of the matter. I told him that his request 
in this regard would be placed before the Commissioner. 

I have endeavored to determine in my own mind why the Senator took this 
matter up with me rather than with the Commissioner or the Secretary. I have 
reached the conclusion that, first, he did not wish to bother them at this time; 
second, he was seeking information which he perhaps felt I was in the best 
position to furnish; and third, he possibly intended to use me as a medium 
of working out some sort of a compromise to Donald’s advantage. This, of 
course, is nothing more than conjecture on my part. 


After you had had this interview and after you had prepared this 
memorandum, Mr. Avis, did you hear from Senator Tydings again / 

Mr. Avis. First of all, Mr. Chairman, I would just like to say that 
relating of conversations that I have had with Members of Congress 
had been distasteful to me. I think you can understand that. I dis- 
like very much to relate them. 

Chairman Kran. I think that when you have a conversation on 
such an important question as that, that you may relate it. 

Mr. Avis. I am not suggesting that the committee shouldn’t look 
into it. I just say it isa ‘Tittle distasteful to me to have to relate it. 
You unders: ne that I want to give the committee all the information 
Ihave. Yes, 1 did havea subsequent conversation with Senator Tyd- 
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ings. I did not make any memorandum of it. I can only give you 
my best recollection of it. 

Mr. Tonin. Will you give that to the committee, please, sir ? 

Mr. Avis. I can’t give you the date. It was sometime shortly be- 
fore September 19, 1949, and I placed that date because that is the 
date that we had the conference in Mr. Graham’s office, the first 
conference in Mr. Graham/’s office. So I would say that it was between 
August 18 and September 19, and probably some time shortly before 
the 19th. 

Mr. Torin. What did the Senator want when he called you? 

Mr. Avis. He called me and he referred to the fact that I had been 
in his office and that we had had a discussion of Donald Tydings’ 
appointment as district supervisor in Atlanta, and he wanted to know 
what I was going to do about it. I told him that I wasn’t going to 
do anything about it, that it was a matter in the hands of the Secre- 
tary and Commissioner, as he knew, and that I had written a memo- 
randum outlining it so that the Commissioner and the Secretary might 
know. I might say that I don’t know that it is contained in the 
memorandum but at the time of the conference the Senator had asked 
me to convey his views to the Commissioner, and I told him I had 
written a memorandum to the Commissioner or to my superior, the 
Deputy Commissioner, so that his views might be transmitted to the 
Commissioner, and he asked me for a copy “of the memorandum. I 
told him that I didn’t feel I could furnish it to him but that I would 
discuss it with the Commissioner and, if the Commissioner approved 
it, I would furnish it, and that I would take the entire matter up with 
the Commissioner and determine what, if anything, was to be done. 
And I did so. 

Mr. Tostn. Did he get a copy of the memorandum ? 

Mr. Avis. No, sir. He never asked for it at any subsequent time. 
Right after that we did adjust the matter. 

Mr. Tortn. The conference was held on September 19. Where 
was the conference held ¢ 

Mr. Avis. Well, that conference was in Mr. Graham’s office, the 
Assistant Secretary. 

Mr. Tonrx. Who was present ? 

Mr. Avis. At that first one, Mr. Graham, Mr. Schoeneman, and I, 
just the three of us. 

Mr. Tosrn. What did you decide at that conference ? 

Mr. Avis. Well, it is described in Mr. Graham’s memorandum. 
That was made just right afterward and, in my judgment, that is as 
good a statement as you could possibly hope to get at this late date of 
what was agreed on and what transpired. 

Mr. Torin. Mr. Chairman, that is a memorandum dated Septem- 
ber 23, 1949, and was prepared by the then Assistant Secretary of the 
Treasury Graham. I ask that that be made a part of the record. 

Chairman Kran. Without objection, so ordered. 

(The memorandum referred to is as follows:) 


{Copy] ) 
SEPTEMBER 23, 1949. 


Memorandum for the files. 
Subject: ATU district supervisor and assistant supervisor—Atlanta, Ga. 

A conference was held at 10 a. m. in the office of JSG on Friday, September 23, 
1949. Those present were Commissioner Schoeneman; Dwight Avis, ATU, 
Washington; Mr. Malsie, acting district supervisor, ATU, Atlanta; and Mr. 
Donald Tydings, assistant supervisor for enforcement, ATU, Atlanta. 





INTERNAL REVENUE INVESTIGATION 433 


The above meeting was arranged pursuant to the agreement reached by 
Messrs. Schoeneman, Avis, and JSG on Monday, September 19, and which 
proposed procedure had received the approval of the secretary. The Com- 
missioner’s recommendation to the secretary was to the effect that Donald 
Tydings not be transferred from Atlanta to New Orleans, as had been determined 
in the Secretary’s meeting of April 1949, but in lieu thereof, that he be permitted 
to remain in Atlanta subject to the following conditions : 

One, provided that he and Malsie reach an agreement with us in Washing- 
ton that they could and would work together as a team to remove the 
factional friction which is a hangover from the days when Mr. Harrington 
[sic] was the supervisor. In other words, that Tydings insure the support of 
the so-called Tydings faction in behalf of the ATU administration in Atlanta 
as a single team, and that Malsie do the same for the so-called Harrington 
[sic] faction which he, Malsie, inherited. 

Two, that Malsie be designated district supervisor instead of acting 
district supervisor, 

Three, that if Tydings and Malsie can work together as a team and if 
Tydings is able to work harmoniously in Atlanta for the next 6 to 8 months, 
he will then be recommended for the next vacancy, wherever located, for the 
position of district supervisor. This latter is to carry out the Secretary’s 
observation in the meeting of April 1949, which was to the effect that, if 
Tydings proves himself after a year or so in New Orleans (the post of duty 
then contemplated), he would be recommended for promotion to district 
supervisor. The only change in the original agreement is that Tydings 
would not be sent from Atlanta to New Orleans but would be permitted to 
remain in Atlanta and that the time between April and the present date 
would be counted as part of the “year or so” that the Secretary had men- 
tioned in the April meeting. 

Commissioner Schoeneman opened the meeting today by pointing out our con- 
cern over the continued factionalism in the Atlanta oflice, which has a serious 
effect upon the operation of the Government office, and that our concern was to 
cause an improvement in that important area without regard to personalities. 
He mentioned that we hoped to bring these two top leaders together and thresh 
out any difficulties that may exist, in the hope that the present personnel would 
not have to be disturbed. Otherwise, it would be necessary to consider trans- 
ferring Mr. Malsie back to Chicago and carrying out the original intention of 
the April meeting of sending Mr. Tydings to New Orleans. 

Mr. Avis stated that he had talked to Messrs. Malsie and Tydings separately 
and then together, explaining the situation to them, as we see it, and at the 
conclusion of their joint meeting, Messrs. Malsie and Tydings had shaken hands 
and had given their assurance that they could operate together as a team in 
Atlanta. Mr. Schoeneman stated that merely shaking hands did not cure the 
situation if there were any mental reservations or if there were not the desire 
in the heart and in the mind to work together for the benefit of the Government. 

Mr. Malsie assured the Commissioner that “bygones were bygones” and that 
from here on the Atlanta office would operate as a team. He stated that he and 
Tydings would travel through the district together and give tangible evidence 
of their mutual confidence and cooperation. He stated that he had not courted 
nor sought the support of any of the so-called Harrington [sic] faction and, in 
fact, had had to severely reprimand one of the employees who had opened his 
personal mail. He further stated that he had studiously refrained from accepting 
any invitation, except that from two members of the office with whom he had 
served in the Army in the First World War and who were well known to every- 
one as his former wartime associates. He stated that, in order to be fair and 
square and to take no part in any factionalism, he had been forced to decline all 
other invitations and that his life had been rather lonely. The inference was 
that the healing of this situation would be highly acceptable to him. 

Mr. Tydings stated that he had not inspired any opposition to Mr. Malsie and 
that he had no quarrel with Mr. Malsie. He indicated that he would have liked 
to have been named district supervisor, but since this seemed to be the decision * 
that he was content to live with it. He stated that, upon returning to Atlanta, he 
would call together the investigators who had been opposed to Mr. Malsie and 
endeavor to secure their support and cooperation. 

JSG merely elaborated upon the principal points which had been mentioned by 
the Commissioner and concluded by saying that we were happy to accept their 


1 Against his being made district supervisor. 
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assurances that the Atlanta office could be run as a team and that JSG was 
delighted that it was not necessary to make any other decision. JSG stated 
that he would likewise take pleasure in informing the Secretary of the results of 
this conference. 
(Initialed JSG) JoHN 8S. GRAHAM, 
Assistant Secretary of the Treasury 

Mr. Tosrn. With reference to the September 19 meeting with 
Mr. Avis, Mr. Graham states: 

The above meeting— 
meaning the meeting of September 23— 
was arranged pursuant to the agreement reached by Messrs. Schoeneman, Avis 
and JSG on Monday, September 19, and which proposed procedure had received 
the approval of the Secretary. The Commissioner’s recommendation to the Secre 
tary was to the effect that Donald Tydings not be transferred from Atlanta to 
New Orleans, as had been determined in the Secretary’s meeting of April 1949, 
but in lieu thereof that he be permitted to remain in Atlanta subject to the 
following conditions. 

Before getting to that, Mr. Avis, was that the Commissioner’s recom- 
mendation to the Secretary ¢ Is that an accurate description of whose 
recommendation it was ? 

Mr. Avis. I just located that memorandum here. What portion 
are you reading ¢ 

Mr. Towin. I was reading the second full paragraph, in which 
Mr. Graham states, “The Commissioner’s recommendation to the Secre 
tary.” Was that the Commissioner’s recommendation or was it 
Mr. Graham’s recommendation ? 

Mr. Avis. Well, I think the recommendation was made by Mr. 
Graham. As I recall, he left us two or three times in the course of 
the discussion in his office in which we were discussing what might 
be done here under the circumstances and went into the Secetary’s 
office and came back, and I think that the recommendation that was 
ultimately made was more or less the result of the discussion that 
took place. 

Chairman Kran. Who went into the Secretary’s office and came 
back ? 

Mr. Avis. Mr. Graham, the Assistant Secretary. 

Chairman Kran. Mr. Graham went into Secretary Snyder’s office ? 

Mr. Avis. As I understand it, sir. 

Chairman Kean. I suppose they discussed what you had been dis- 
cussing and he came back with a decision ? 

Mr. Avis. That was our understanding of it. That was, I think, 
the impression certainly that I had, and I assume Mr. Schoeneman, 
the Commissioner, had the same impression. 

Chairman Kean. Secretary Snyder evidently spent a long time 
thinking about Mr. Donald Tydings. That was pretty high brass 
for a man in a rather subordinate position ? 

Mr. Avis. Well, this matter was resolved at a high level, sir. 

Chairman Kean. So the high brass really was Senator Tydings. 

Mr. Torstn. Parenthetically, Mr. Avis, prior to this April confer- 
ence in the Secretary’s office which you attended, had you ever been 
in Secretary Snyder's office before? 

Mr. Avis. Well, I have said I didn’t know whether or not I was 
there on April 14or not. That is in dispute. 

Mr. Tosin. Aside from these conferences on Donald Tydings, had 
you ever been to the Secretary’s office before ? 
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Mr. Avis. | don’t believe I had been in Secretary Snyder's office. 
I had been in Secretary Morgenthau’s office. 

Mr. TOBIN. Did you ever go to Secretary Snyder's office on any 
subsequent occasion ? 

Mr. Avis. ] don't believe so, sir. 

Mr. Torrn. Mr. Graham states in his memorandum that there were 
three conditions which would be imposed: One, that Tydings _ 
Malsie reach an agreement with the Bureau and Treasury people i 
Washington that they would work together: two that M: ilsie get the 
job as district supervisor ; and, three— 
that if Tydings and Malsie can work together as a team and if Tydings is able 
to work harmoniously in Atlanta for the next 6 to 8 months, he will then be 
recommended for the next vacancy, wherever located, for the position of district 
supervisor. This latter is to carry out the Secretary’s observation in the meet- 
ing of April 1949, which was to the effect that, if Tydings proves himself after 
a year or so in New Orleans (the post of duty then contemplated), he would 
be recommended for promotion to district supervisor. 

That last language represents the tentative commitment made by 
Secretary Snyder to Senator Tydings ¢ 

Mr. Avis. Well, at least a discussion that was had at that initial 
meeting, yes, sir. 

Mr. Tosrn. And aren’t the terms arrived at on September 23 and 
Se ptembe r 19 almost identical with the terms laid down by Senator 
‘lL ydings in hi is ultimatum to you of August 164 

Mr. Avis. Well, I don’t know that we discussed his appointment 
us district ae Well, I guess we did too. I mean we did 
discuss whether or not any other district super isorship would be sat 
istactory to him. We did discuss that. 

Mr. Tontn. And he said that another district supervisorship would 
be satisfactory, and ultimately Mr. Donald Tydings was offered a dis- 
trict supervisor’s post in Denver, was he not ¢ 

Mr. Avis. He was, sir. 

Mr. Topix. So the Senator had said Mr. Donald Tydings was not 
to be transferred and he was not transferred. He said he was sup- 
posed to become a district supervisor and the Bureau and Treasury 
kept their part of that agreement and offered him a post as district 
supervisor 4 

Mr. Avis. That latter was part, as I understand it, of what Mr. 
Graham said would be necessary, that that be done, and, as far as the 
Commissioner and I were concerned, why, I don’t know whether we 
agreed to it or not. I am under the impression that we did not. 

Chairman Kran. Did you protest? 

Mr. Avis. Well, I can’t recall. Initially at that first meeting in 
the Secretary’s office there was protest about. his be ing considered, even 
if he went to New Orleans for a ye a for the district supervisor. 
There was protest, and partic ularly by Mr. Mealey. He was very 
adamant about that and I think he did the talking in that regard. 
Now, as to this situation, as I say, I am a little at a disadvantage be- 
cause I made no memorandum myself. Mr. Graham did make one 
and I just don’t recall at that stage of the situation whether I was 
dlisposed to protest or not. 

That aspect of it, I didn’t like. I didn’t like any aspects of it, as a 
matter of fact, but it was one of those things where you had a situa- 
tion for 5 months with no district supervisor in Atlanta and with 
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an np enalonamne situation and something had to be done some time 
about it, and the thing was brought to a head by the conference in 
Senator Tydings’ office, and I relayed to my superiors his statements 
and viewpoints, and this is the ultimate outcome of the thing as a 
result of discussions. 

As the memorandum indicates here, which is in line with my recol- 
lection, as we discussed certain aspects with Mr. Graham he went in 
and discussed it with the Secretary, and Fis is the outcome. To say 
whose decision it was, By Why, it was just the result 4 discussion and 
maybe you should say agreement and compromise. I don’t know. 

Mr. Torry. In any event, Mr. Avis, Senator Tydings got exactly 
what he had asked for and in addition to that prevented any discipli- 
nary action on the part of his cousin, although the record as made 
before this subcommittee in the past week would certainly indicate 
that disciplinary action of some nature was certainly appropriate in 
~~ one of a number of stages of Mr. Tydings’ career. Isn’t that so? 

Avis. Well, there is no question but what there was no discipli- 
nary action imposed in this matter. 

Mr. Torry. As a matter of fact, Mr. Avis, after the conference on 
September 19 at which this procedure was worked out to put every- 
body back in Atlanta and then to give Mr. Tydings the next vacancy as 
district supervisor, wasn’t that procedure and that proposed agreement 
cleared with Senator Tydings on that day by Commissioner Schoe- 
neman ¢ 

Mr. Avis. I believe it was, sir. 

Mr. Torry. Didn’t Commissioner Schoeneman make a telephone 
call to Senator Tydings from Assistant Secretary Graham’s office to 
make sure that tha it would be agreeable to Senator Tydings’ office 
before they called in Donald Tydings and Mr. Malsie? Wasn't that 
done? 

Mr. Avis. Well, I think there was a telephone call. I don’t know 
whether it was made on the first date or the second date. 

Mr. Torry. Isn't there a transcript of a telephone conversation in 
the files of the Bureau which confirms that? 

Mr. Avis. I believe there is, sir, but I am not sure as to the date. 

Mr. Torry. In any event, Mr. Avis, the procedure as finally worked 
out was determined by the Treasury and then determined to be satis- 
factory to the Senator, and then Mr. Tydings went back to Atlanta 
and got his promotion! 

Mr. Avis. That conversation ap parently was had on the 19th before 
we got Malsie and Tydings up here, and this indicates that it was had 
in the late afternoon, and I am not sure whether that was after I left 
or not. Mr. Graham, I believe, did embody that conversation with 
his memorandum. I mean as an exhibit. 

Mr. Torix. What is the nature of Mr. Tydings’ present duties? 

Mr. Avis. He is on leave as an examiner in the Washington head- 
quarters preparatory to—he has filed his application for retirement 
under section 1 (d) of the act. 

Mr. Tosty. Do you have any other examiner in the Washington 
office in grade 13? 

Mr. Avis. Yes. 

Mr. Torry. Is that a customary grade for examiner? 

Mr. Avis. It is now the classified grade for that position. 
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Mr. Tortn. How long has it been the grade ¢ 

Mr. Avis. Well, it was reclassified about a year ago, certain posi- 
tions were, and we have a grade 13 and grade 12. 

Mr. Torry. It is the top grade for the position ¢ 

Mr. Avis. That is right. 

Mr. Tortn. What are the duties of this position of examiner / 

Mr. Avis. Well, they virtually function as assistants to the Chief 
of the Enforcement Division, and handle all sorts of investigative 
problems that come to the attention of the Washington office. 

Mr. Tostn. In your judgment as head of the Alcohol and Tobacco 
Tax Division, is Mr. Donald Tydings equipped to handle such a job 
today ¢ 

Mr. Avis. If you are sking me if I would put him in the job as he 
was going to function in that position and wasn’t in it for an interim 
period preparatory to retirement, I would ay I would not have put 
him there. 

Mr. Tortn. Will you tell the committee, please, sir, why Mr. Tyd 
ings has that job ¢ 

Mr. Avis. Well, the situation was sin ip ly this: We reorg ranized under 
the reorganization ple in : the Atlant: a dist? ict as of, I be li ieve, the 18th 
or 19th day of October 1952, a new installation, and the district com 
missioner down there was anxious to get a permanent force and pei 
manent staff, and we had a recommendation from shan Harney group 
for transfer of Mr. Tyding 

Mr. Tornrn. When was that recommendation received ¢ 

Mr. Avis. Some time in the fall there, September 

Mr. Tostn. August or September / 

Mr. Avis. September maybe. I don’t have the date, around, maybe, 
September, and also a recommendation for Mr. Malsie’s transfer. And 
steps were taken to put him on the rolls because I had been previously 
advised that he wanted to retire when he was eligible under section 
1 (d), and there was no purpose to be served in transferring him to 
another position of equal rank for a short period as long as he was 
going to retire. So it was his desire and mine to get him on a leave 
status preparatory to retirement. I want to say this, however, that 
in line with that understanding that there was no understanding that 
if there was any subsequent investigation which would require any 
summary action, there was no understanding which would prec lude 
that at all, and at that time he was under inquiry as far as his income- 
tax returns by the inspection service. It was a question of getting him 
out of there so we could go ahead and get a permanent functioning 
staff, and it was done as of December 1. 

He went on a leave status and has been on leave status ever since. 

Mr. Tosrn. As far as you were concerned, you felt yourself pre- 
cluded by that time from any action with respect to Mr. Tydings 
because of the previous decisions in the Secretary’s office, is that right ? 

Mr. Avis. Well, all these matters up until those that have arisen 
right recently and those that grew out of these hearings had been 
before the Secretary and had been considered by him and disposed of. 

Mr. Tosin. All of them in Mr. Tydings’ favor? 

Mr. Avis. Yes, sir. 

Mr. Tostn. That is all the questions I have, sir. 

Chairman Kran. Mr. Avis, if it had been decided that Mr. Tydings 
should be removed from his position, suspended from his job, who 
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would have been the people who would have done that? Would 
have been you ¢ 

Mr. Avis. No; the suspensions and removals, particularly removals 
of administrative personnel all go to the Treasury Department. 

Chairman Kran. It would have been your recommendation if you 
had decided that you W ished him to be removed ¢ You would have 
recommended, and then it would have gone to the Treasury Depart- 
ment for final decision 7 

Mr. Avis. Exactly. 

Chairman Kran. But you would have been the person to make the 
recommendation? For instance. if we feel that there was some fault 
in the Department of not having recommended a removal, who is the 
guilty party You? 

Mr. Avis. Well, there is no effort on my part, Mr. Chairman, to 
dodge any responsibility in this thing whatsoever. I will tell you that 
because, after all, this has been clear to the top. I assume that, on this 
record, if I disagreed with the special agent in charge that investi- 
gated if and the Ch ef of Intelliger e Uy Ens | could recommend his 


separation. I knew what this situation was and I knew that it was 
voing to be decided up at the top, and that is where it was decided. 

Chairman Kean. But the recommendation would have been made 
by you? 


Mr. Avis. I could have made it; yes, sir. 

Chairman Kran. Now, in the second place, if you had made the 
recommendation for removal, would you have had great trouble i 
getting a decision made on account of the present civil-service law 4 

Mr. Avis. Well, you'll, of course, have the question of appeals and 
veterans rights and all. 

Chairman Kran. You would have to be put on trial by the Civil 
Service Commission practically, would you not? The man who 
makes the charges practically has to be put on trial ¢ 

Mr.Avis. They would have reviewed it. This man had retirement 
rights and that is something that is very valuable and not only affects 
him but his family, don’t you see, and it is quite a responsibility to take 
« man’s job from him on the eve of a retirement, and I think that 
responsibility is still the Bureau’s here in this matter. 

Chairman Kean. But this record goes on not only on the eve of 
retirement. It goes on for 15 years; any time during the period from 
1937 on there might have been some question 

Mr. Avis. That is true but, of course, the thing was more imminent. 
My decisions in that regard were not based on that. That might have 
been one consideration. I knew this thing was going to be reviewed. 
I did everything I could to present it to the highest officials so that 
they could pass on it with the full facts. 

Mr. Martin. Mr. Chairman. 

Chairman Kean. Mr. Martin. 

Mr. Martin. There was not any question in your mind that in the 
case of an employee who did not have this political influence, which 
has been brought out here, if vou felt justified you could have fired 
him under the civil-service laws? It there any doubt. in your mind 
about that now ? 

Mr. Avis. Why, I am inclined to think that this case, in this case, 
that is a very difficult question. 
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Mr. Marri. I am not talking about this case. I am talking about 

hypothetical case. I am asking you the question as to whether or 
not, In the event of taking disciplinary action, the Alcohol Tax Unit 
would be hindered there by the operation of existing civil-service legis- 
lation passed by the Congress 4 

Mr. Avis. Well, you might be hampered. It is just a question of 
whether or not this is necessary and whether it is advisable to bend 
over backward to the benefit of the employee or not. Now, under the 
present procedure, he has got every right of appe: al and sometimes 
those cases before the Board of Appeals i in the Civil Service Commis 
sion are very difficult. You had better have the evidence when you 
go in there and it had better be pretty concrete. 

Mr. Martin. Naturally, if there was not some such thing provided, 
then a supervisory official could fire any employee at. will, could he not 

Mr. Avis. That is certain. That is true; yes, sir. 

Mr. Martin. So that in all civil-service systems, there are certain 
fundamental rights accorded to the employee ¢ 

Mr. Avis. That is right, yes, sir; and there should be. 

Mr. Marri. Have you had any diffieuty with firing any employee 
because of civil service? You could not fire this man because of the 
Senator, but have you had any trouble firing anybody because of 
civil service ? 

Mr. Avis. Well, we have had some difficulty, but. I don’t think there 
are any obstacles there that cannot be overcome. I think that if your 
investigations are thorough and you have got the evidence that the 
Board of Appeals will ordinarily sustain. We have had some troubles. 
We have lost some over there. 

Chairman Kran. How about that case in New Jersey ? 

That was one where you felt that the man should be disciplined 
and fired ¢ 

Mr. Avis. That is right. 

Chairman Kean. Yet the civil service ruled against you through 
some technicality ¢ 

Mr. Avis. Well, on that case, Mr. Chairman, we lost it before the 
Board of Appeals and we spent over a day and we would have spent 
3 or 4 days if we had time in presenting evidence. We called witnesses. 
We had one of our best trained lawyers over there to present it. We 
lost that to the Board of Appeals and have appealed to the three Civil 
Service Commissioners themselves. 

Chairman Kran. That used a lot of time and cost the Government 
a lot of money ¢ 

Mr. Avis. Yes, sir, it did; but we haven’t lost it yet. 

Mr. Torrn. Mr. Chairman, may I interject?) Mr. Avis, with re- 
spect to this case in New Jersey, don’t your difficulties center not so 
much on the facts relating to the employee, but on the fact that the 
charge on which his dismissal was based is not the charge on which 
you have the evidence?  Isn’t it a fact that you have two possible 
sources of misconduct and chose one as evidence for dismissal, whereas 
the evidence available to the Bureau clearly justifies your firing him 
on the other charge? To be specific, the man was charged with taking 
money from a law violator. You were unable to prove that except 
by the violator’s own testimony, but you did have clear evidence that 
the same man had perjured himself under oath before special agents 
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of the Intelligence Division. That was the charge on which you had 
evidence and on which the Bureau did not fire him ? 

Mr. Avis. I think you are entirely right that in the case the charges 
were not properly preferred there. 

Mr. Toni. If in fact the charges had been properly preferred, you 
would not have had the trouble with that case ¢ 

Mr. Avis. I am inclined to think not. Iam not very fresh on that 
point, but I am inclined to think not. 

Chairman Kran. Mr. King. 

Mr. Kina. Mr. Avis, I think perhaps all of the members of the com- 
mittee are sympathetic with the position you have been in or which 
any other administrator would have been in such conditions. I want 
to go back a little with respect to former Senator Tydings in his use 
of influence in this case. All of us, I am sure, realize and know that 
there are times when we get one side of a story from a constituent or 
from a soldier or sailor, and it is not unusual to have that side pretty 
well colored up, and on many occasions in my own experience I have 
felt compelled immediately to go very vigorously to the defense of 
someone only to be sorry 1 have moved at all when I get the evidence 
from the other side. Here we have a Senator with a relative. Whether 
that makes much difference or not, 1 do not know. Perhaps it does. 

Would it be unreasonable from your knowledge of all of this case, 
Mr. Avis, to feel that the Senator had been given just one side—Donald 
Tydings’ side—to the point that the Senator could have had a feeling 
that treatment was being contemplated at least for his relative that 
did not fit the information and the facts as he understood them ? 

Mr. Avis. I think that is very possible. Of course, he never had 
access to our files except as we furnished him in the Secretary’s office 
that day, and I refused to discuss the facts with him at his office. We 
had a very extended interview but I would just not discuss the facts 
with him because I said those had been discussed in the Secretary’s 
oflice and the decision had been made. 

Mr. Kine. It is possible that the Senator was not aware of all of the 
details of the alleged improprieties of this relative? 

Mr. Avis. Well, I want to be absolutely fair about this. 

Mr. Kina. I know you do, Mr. Avis. 

Mr. Avis. Mr. Congressman, I think he knew about these loan mat- 
ters. We discussed them and we showed him the letters and all, but 
as to the weight he did raise questions about them very definitely 
there in the Secretary’s office, and some that gave me a bad time, I 
will say that—it is difficult for me to say how minute his knowledge 
of this situation was. It couldn’t be all-inclusive. It couldn’t be. 

Mr. Kine. I am bearing in mind my first meeting with Mr. Tydings 
at the hearing in the old building a couple of weeks ago, and I have 
mentioned to a member or two of our committee that the fellow had 
me pretty well convinced in that first session that there had been a 
conspiracy of some sort to injure his reputation. He is a rather per- 
suasive man. He has the earmarks and signs, in my opinion, of an 
official officer laying out just what the facts were, and I must confess 
that my sympathies were with him completely at that first session. 

It was the subsequent sessions that changed my thinking. I am 
wondering if, with that persuasion, he was able to convince the Sena- 
tor that he was being given shabby treatment to the extent that the 
Senator felt justified in being a bit firm in his defense. Would that 
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be an unreasonable assumption for me to have, Mr. Avis, in your 
opinion ¢ 

Mr. Avis. I know that he was attempting to persuade the Senator. 
There isn’t any doubt about that. 

Mr. Kina. That all wrong was on the other side? 

Mr. Avis. I have no doubt about that, and in the handling of this 
entire situation we have been disposed to bend over backward, and 
that is one of the reasons why I felt that these allegations here, that 
Donald Tydings was being maligned, that there was politics in this 
thing, ought to be investigated. That’s why I put it in the Intelligence 
Unit’s hands. 

Mr. Kina. What prompted me to explore my thinking of this possi- 
bility was the mention in this memorandum where the Senator declared 
that he would eventually take the matter to the President. That it 
also occurred to my mind how embarrassed the Senator could be if, in 
the presence of the President, he would be confronted with the evidence 
that we, of this committee, have had before us. So that prompted me 
to feel that he must have felt that there were some mitigating circum- 
stances or he would have not offered or a id in mind going to the Chief 
Executive if he had known, we will say, these particular things that 
we know. I do not know Senator Tyding. I only know what all of 
us in the Congress are occasionally confronted with, and I think to 
an extent we are perhaps duty-bound to listen to our constituents or 
other persons and sometimes it affords the only opening or avenue 
they have. I did not want to form an opinion here without at least 
gleaning what I could from you as to the possibility that the Senator 
had been deceived, if that is what he was, by his relative, as to what 
had happened to him and what he feared was still going to happen. 
Do you feel that there is a reasonable doubt or that it is not reasonable 
for me to assume that the Senator’s relative perhaps deceived him as 
to the true picture ¢ 

Mr. Avis. I certainly wouldn’t question the Senator’s good inten- 
tions in this matter. I think it was natural that blood is thicker than 
water and for him to have an interest in this man, in his cousin, and 
I think that if he did feel that he was being improperly treated, he 
would have every right to assist him and argue his case for him. 

Mr. Krna. The Senator did know about the loan 

Mr. Avis. He did. Weexplained that in both incidents with relation 
to the one in which he actually borrowed money and the other in which 
he attempted. Those were discussed in the Secretary’s office; yes, sir; 
and I think the Senator was satisfied, and my memorandum so indi- 
cates and his conversation so indicated to me, that if the Treasury 
had gone ahead and transferred the man to New Orleans you would 
have had no complaint from Senator Tydings. 

Mr. Kina. That would have constituted the only matters that were 
brought to the Senator’s attention at this conference? That is, the loan 
matter ¢ 

Mr. Avis. The two loan matters. 

Mr. Kina. Just the two? 

Mr. Avis. I don’t recall that any discussion was had particularly 
of this alleged affair. There may have been. There may have been 
some mention of the loans from employees. I don’t know. But to our 
mind, the things that were important and vital here were the two 
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loan matters; that is, the Garner loan and the attempt to borrow 
money. 

Mr. Kine. As far as you know, the other alleged aberrations were 
not fully discussed in the presence of the Senator ¢ 

Mr. Avis. I do not believe so. 

Mr. Torin. Mr. Avis, there is that letter which you produced to us 
the other day on the McPherson and Johnson matters in 1948. Do 
you recall that ¢ 

Mr. Avis. Yes, sir. 

Mr. Tortn. Would that have any bearing on the inquiry of Mr. 
King? 

Mr. Avis. As to whether the Senator had knowledge of him borrow 
ing money from employees? 

Mr. Tontn. Yes. 

Mr. Avis. That letter was directed to me. Is that the letter you 
have in mind? 

Mr. Torin. The letter you furnished us the other day. 

Mr. Avis. I frankly don’t know whether we discussed that at the 
Secretary’s office or not, those loans from employees. I just don’t 
know whether we did. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kran. Mr. Byrnes. 

Mr. Byrnes. It is not my intention to get into a controversy with 
the conduct of the Senator here, but I think it is certainly quite appar- 
ent from the record that the Senator did not have much confidence in 
the decisions being made in the Bureau itself or their conclusions after 
investigations, if he found it necessary to put as much pressure as he 
did on the Secretary to overrule decisions made’in the Bureau, and 
also, as IT understand from one of the members here, to threaten to 
take it to the President of the United States himself. 

As far as I can see, I do not think that that is just showing the 
normal interest that a Member of Congress. either Senate or House, 
shows in a relative, and still have the proper administrative procedure 
in the Bureau or any other agency of the Government. Let me ask 
you this: When did Mr. Tydings get this interim appointment that 
he has now? Did I understand that was in October 1952? 

Mr. Avis. No: he went on leave as of December 1, and he was trans- 
ferred to that position from the one that he had. 

Mr. Byrnes. When was he transferred ? 

Mr. Avis. On December 1, the date he was on leave. 

Mr. Byrnes. I do not understand that procedure. He has to be in 
some position, does he? 

Mr. Avis. That is right. You see, we couldn’t fill the position in 
Atlanta, which we wanted to do, which there was every reason that we 
needed to do, without getting him out of it. I mean as long as he was 
on leave under the civil-service regulations, we cannot fill it, you see. 
We have to get him in another position. He was put on the rolls here 
merely to get him out of the position in Atlanta and with the under- 
standing that he was going on leave status and would not function, 
except possibly for a limited period of time before his retirement. 

Mr. Byrnes. Is that the same grade he had before: the same salary ? 

Mr. Avis. Yes. 

Mr. Byrnes. When did you first become acquainted with the fact 
that Mr. Tydings had apparently told one story under oath to the 
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Intelligence Unit, relative to this money transaction down there in 
Atlanta, and a different story to this committee ? 

Mr. Avis. I believe it was right here. In fact, I was surprised at 
some of his testimony here. I did not know about the testimony that 
he had given to the counsel here beforehand. I don’t think I did, 
without counsel telling me. 

Mr. Byrnes. This story of Mr. Tydings relative to the borrowing 
of the $3,000 and his story as to what he used the money for that 
was presented to this committee here, that was the first time you had 
heard that story ? 

Mr. Avis. I believe it was, Congressman. As far as I recall now, 
I did not know that there was any other explanation of the Garner 
loan other than it was to buy a house in Atlanta or effect some trans- 
fer of the house that was sold. 

Mr. Byrnes. I think it is quite apparent from testimony here, in 
comparing it with testimony that he gave under oath to interroga 
tions from the Intelligence Unit, that they are at such variance that 
he was perjuring himself at one place or the other. 

Mr. Avis. Definitely in conflict. 

Mr. Byrnes. Yes. Has any further action been taken with regard 
to Mr. Tydings as a result of that, or any other disclosure resulting 
from this committee investigation ? 

Mr. Avis. Well, of course, as I say, the Inspection Service has had 
his income-tax returns under inquiry and charges have been served 
on him which, as I understand it, embody not only the conflict at 
least in some respect—I don’t think they have got everything that 
covers this committee. They may have but at least some conflicts in 
his statements as well as some of these other matters that were pre- 
viously before the Bureau. 

Mr. Byrnes. What does the matter of filing charges involve? I do 
not waut the bill of particulars, necessarily, but what is the effect 
of that ? 

Mr. Avis. The effect of it is that you are given a specific time to 
answer and, if you don’t answer, summary action is probably taken. 
If you do answer, why, the matter is then considered, a recommenda 
tion made by the Inspection Service, and the matter goes before the 
disciplinary board which is a five-man board in the Bureau, and then 
to the Commissioner for ultimate decision. 

Mr. Byrnes. During that interim he stays on the job? I mean, 
he still holds the position? He is not suspended from the serv 
ice? 

Mr. Avis. He has not been suspended to this date anyway. 

Mr. Byrnes. Do you have to file these charges and give a cer- 
tain period of time before you can suspend ? 

Mr. Avis. I think there is a notice there. There is some require- 
ment in that regard. He can be suspended for a period of 30 days, 
but not more than 30 days without putting on notice. 

Mr. Byrns. You could do that at the present time if you de- 
sired ? 

Mr. Avis. Yes: that could be done. 

Mr. Byrnes. What is the date that he becomes eligible for re 
tirement ? 


Mr. Avis. I believe it is the early part of July. 
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Mr. Byrnes. You mentioned that it was under a special section? 

Mr. Avis. Section 1 (d) of the Civil Service Retirement. 

Mr. Byrnes. Retirement for investigative personnel ? 

Mr. Avis. Exactly, sir, law enforcement. 

Mr. Byrnes. Law-enforcement oflicers. Does he earn that right as 
a matter of course, or is that discretionary ? 

Mr. Avis. It is discretionary with the department head. In other 
words, it differs from your regular retirement in that, in order that 
a man may take advantage of it, it must be on the recommendation of 
the department head. In other words, the department head can pre- 
vent a man from retiring under that bill if he sees fit. 

Mr. Byrnes. When is that action taken, at the time he fills out the 
20 years? 

Mr. Avis. Shortly before. 

Mr. Byrnes. Was any action taken on that yet? 

Mr. Avis. No, sir. There wouldn’t be in the normal course of 
events unless shortly before. We don’t process those forms. 

Mr. Byrnes. How much annual leave has he? 

Mr. Avis. I think he had about 90 days at the time. 

Mr. Byrnes. So he would still have a few months to work also, 
would he not ? 

Mr. Avis. Yes. I am not sure how much it is. It may be as much 
as 2 months, but I don’t think it is more than that because this 90 days 
runs quite a while when you knock out the Saturdays and Sundays. 

Mr. Byrnes. That is all, Mr. Chairman. 

Chairman Kran. If he only had 90 days and he started taking his 
leave on the 1st of December, it would be over now ? 

Mr. Avis. No, sir. 

Chairman Kran. He started on the Ist of December, you say ? 

Mr. Torry. You do not count Saturdays and Sundays. 

Chairman Kran. Oh, you do not count Saturdays and Sundays. 

Mr. Avis. And he may have had some additional. You can aceumu- 
late 90 and then you have got something in the year. He may have 
had his last year’s leave and then 90 additional. Under the law, you 
can accumulate 90. That might give him as much as 110, 115. 

Chairman Kran. Mr. Sadlak. 

Mr. Sapiak. I was going to ask about the retirement but Mr. Byrnes 
has already taken care of that. Let me follow up with this question, 
Mr. Avis: Has Mr. Tydings indicated the intention to retire? 

Mr. Avts. Yes, sir. He has filed his papers. 

Mr. Sapiak. I was getting at the same question that Mr. Byrnes was 
seeking, whether you had interposed any objections to his retirement ? 

Mr. Avis. We haven’t interposed any objection but, of course, any 
action that the Commissioner might see fit to take in between now 
and the date on which he would be eligible would, of course, have an 
effect or could have an affect on his retirement. 

Mr. Sapiax. In the testimony before Donald Tydings himself testi- 
fied, I thought one of the witnesses said something about “PI,” mean- 
ing political influence. Would this file of Donald Tydings have been 
so tabbed 2? 


Mr. Avis. “PI”? 
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Mr. Sapiak. Haven't you ever heard of it before? 

Mr. Avis. Well, I guess maybe that doesn’t mean anything to me, sir. 

Mr. Sap.iak. I do not know which one of the witnesses said that. 

Mr. Avis. That is an expression someplace apparently. I don’t 
know. We don’t catalog any of our files on that basis. 

Chairman Kran. Thank you, Mr. Avis. 

The Committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 5:05 p. m., the committee adjourned, to reconvene 
at 10 a.m., Friday, March 6, 1953.) 
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FRIDAY, MARCH 6, 1953 


HovuseE or REPRESENTATIVES, 
SuBCOMMITTER ON ADMINISTRATION OF THE 
INTERNAL REVENUE LAWS OF THE 
COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 
The subcommittee met, at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Of- 
fice Building, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 
Present: Representatives Kean, Martin, Sadlak, King, O’Brien, 
and Boggs. 
Also present: John EB. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel; and Arthur J. Schissel, attorney. 
Chairman Kaan. The committee will come to order. 
Mr. Malsie, will you come up! 
Mr. Malsie, will you raise your right hand? Do you solemnly swear 
that. the testimony you are about to give will be the truth, the whole 
truth, and nothing but the truth, so help you God ¢ 


Mr. Mausir. I do, sir. 


TESTIMONY OF WILLARD G. MALSIE, HEAD, ENFORCEMENT SEC- 
TION, PHILADELPHIA DISTRICT, ALCOHOL AND TOBACCO TAX 
DIVISION, BUREAU OF INTERNAL REVENUE 


Chairman Kran. Will you give your name, Mr. Malsie? 

Mr. Mausre. Willard G. Malsie, M-a-l-s-i-e. 

Chairman Kran. Go ahead, Mr. Tobin. 

Mr. Tosrn. Mr. Malsie, what is your present position with the Al 
cohol and Tobacco Tax Division ? 

Mr. Matsir. I am head of enforcement. Philadelphia District. 

Mr. 'Tortn. And prior to that time, sir, where were you serving ¢ 

Mr. Matsre. In Atlanta, Ga., as district supervisor. 

Mr. Torry. And prior to that time you had held the post of assistant 
supervisor, enforcement, at various ATU offices? 

Mr. Matste. Yes, sir. 

Chairman Kran. Mr. Malsie, as head of the Philadelphia district, 
do you cover parts of New Jersey ? 

Mr. Matstr. I cover the States of New Jersey, Delaware, and Penn 
sylvania, sir. 

Chairman Kean. Under that reorganization you cover the whole 
State / 

Mr. Matstr. Yes, sir. 
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Mr. Torsry. You are in charge of enforcement work in those States? 

Mr. MAtste. “aig sIr 

Mr. Torin The Assistant District Commissioner for the Alcohol 
and Tobacco ‘Tax Di ision in charge both of the Sureau work of en- 
forcement and the permissive work as well ? 

Mr. Mantsie. That’s right, sir. 

Mr. Toxin. When did you first become an assistant district super- 
V isor. Mr. Malsie ? 

Mr. Mauste. On March 17, 1936. 

Mr. Topix. Where was that, sir? 

Mr. Matste. Kansas City, Mo. 

Mr. Torry. And how long did you serve in that post? 

Mr. Mausie. I remained there until I went in the military service 
during the war—that was July 20, 1942—and I returned from military 
service in May of 1946 and was stationed in Kansas City for a week 
and then transferred. 

Mr. Tosrn. How was it that you were transferred from Kansas 
City after the war? 

Mr. Master. I received orders from Washington transferring me to 
Seattle. 

Mr. Torry. Kansas City had been your home for some time, had it 
not ? 

Mr. Matste. Since 1936; yes, sir. 

Mr. Torin. Did you seek that transfer to Seattle? 

Mr. Manstr. I did not, sir. 

Mr. Tosrn. Do you know why you were transferred ? 

Mr. Matsie. I have my opinion. 

Mr. Torrn. Will you state that? 

Mr. Marstre. The district supervisor in Kansas City objected to me 
being there. 

Mr. Tonrn. Had you had difficulties in your service in Kansas City 
before the war with this district supervisor ? 

Mr. Matsre. I had, sir. 

Mr. Torin. Were any of those difficulties related to political in- 
fluence being exercised on him or you? 

Mr. Matste. Not exactly that way. There was influence being 
exerted to get me out of there, I understand, because of some investi- 
gations I was making. 

Mr. Torry. In other words, Mr. Malsie, your career in Kansas City 
was marked by difficulties because you were making cases that the 
distri ict supervisor did not want you to make? 

Mr. Marsie. I am of the opinion that the record will show that; 
yes, sir. That’s the way I feel. 

Mr. Torin. During your service in Kansas City when you had some 
of these difficulties were they known to the Bureau people in Wash- 
ington ? 

Mr. Maisie. They were, sir. 

Mr. Torrn. And on some occasions did you discuss these difficulties 
with the Bureau officials? 

Mr. Matste. I did, sir. 

Mr. Tosrn. Which Bureau officials ? 

Mr. Mauste. Mr. Dwight E. Avis. 

Mr. Tosry. What did Mr. Avis tell you as to how you should handle 
these problems in Kansas City ? 
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Mr. Matste. He said he had orders that I should get along with 
the supervisor out in Kansas City . 

Mr. Tosrn. What was the supervisor’s name? 

Mr. Matste. The man is dead now, sir. 

Mr. Torry. I know that. 

Mr. Matsre. John T. Burkett. 

Mr. Tosrn. Mr. Avis told you you had to get along with Mr. Burkett 
despite the fact that Mr. Burkett was interfering with some of the 
cases you were trying to make? 

Mr. Matsie. Yes, sir. 

Mr. Tosrn. Was Mr. Burkett in your judgment a competent dis- 
trict supervisor ? 

Mr. Matsir. No,sir. I may be prejudiced, but in my opinion he was 
not. 

Mr. Torry. From your understanding of the opinion held of Mr. 
Burkett by Mr. Avis, for example, did Mr. Avis regard Mr. Burkett 
as a competent district supervisor ? 

Mr. Matste. I don’t think he did, sir. 

Mr. Torry. In any event, Mr. Burkett was district supervisor and 
remained as such for some years ? 

Mr. Matstr. That he did, sir. 

Mr. Tosrn. And why was that; do you know? 

Mr. Matsie. Well, I understood it was because of the Deputy Com- 
missioner of Internal Revenue’s friendship toward him. That’s not 
Mr. Avis. 

Mr. Tonrn. In any event, Mr. Malsie, you were stationed in Kansas 
City for 1 week after your return from the war, and then you were 
transferred to Seattle ¢ 

Mr. Matsir. Yes, sir. 

Mr. Toprn. As assistant district supervisor ? 

Mr. Matsie. Yes, sir. 

Mr. Tosrn. And what was your grade as assistant district super- 
visor in Seattle? 

Mr. Matstr. GS-12. At that time they called it CAF-12. 

Mr. Torry. And what was the grade of the district supervisor at 
that time in Seattle? 

Mr. Matsre. CAF-13. 

Mr. Tosrn. And within a few months after your tranfer to Seattle, 
did the post of district supervisor there become vacant ? 

Mr. Matste. In the early part of November of 1946; yes, sir. 

Mr. Tosrn. The incumbent died ? 

Mr. Matsre. He did, sir. 

Mr. Torry. Who was made acting district supervisor when he died ? 

Mr. Matsie. I was, sir. 

Mr. Torry. How long did you serve in that capacity ? 

Mr. Matste. I served from the date Mr. Woods, the supervisor, 
died until January 12 or 13, somewhere in there. 

Mr. Tosrn. And who was appointed district supervisor on that 
date ? 

Mr. Matste. Mr. Harold Charlton. 

Mr. Torry. How do you spell his last name? 

Mr. Matstr. C-h-a-r-]-t-o-n. 

Mr. Tosrn. And what had been Mr. Charlton’s duties before he 
became district supervisor ? 
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Mr. Mausie. He had been in the Permissive Section, Bonded Ac- 
counts, as a CAF-9 employee. 

Mr. Torin. As a grade CAF-9 employee in the Bonded Accounts 
Section did he have much administrative experience or are sibility ? 

Mr. Matsre. That was a very small permissive district. I'd say very 
little administrative. 

Chairman Kran. You say he was raised from CAF-9 to CAF-13 in 
taking that job? 

Mr. Matsie. Yes, sir. 

Mr. Torsrn. At that time, Mr. Malsie, you were a CAF-12. Were 
there any other men regarded by the Bureau officials in Washington 
as suitable for the post of district supervisor ¢ 

Mr. Matste. I understood there was, sir. 

Mr. Tosry. Who were such people? 

Mr. Maustr. Mr. Earle Koehler, K-o-e-h-l-e-r. 

Mr. Tornrn. He had been previously a district supervisor, had he 
not ? 

Mr. Matstm. That he had. 

Mr. Torry. And he was at that time a grade 13; is that right? 

Mr. Master. Yes, sir. 

Mr. Tornrn. And he had previously served in that district? 

Mr. Mausrirz. That was his home district; yes, sir. 

Mr. Torry. In any event, Mr. Charlton was appointed and given 
a four-grade jump and became district supervisor ¢ 

Mr. Matste. Yes, sir. 

Mr. Tosrn. How did Mr. Charlton get that appointment with this 
four-grade jump ? 

Mr. Matstr. All I know is the talk that went around the district, 
that he got it through the Democratic National Committee. 

Mr. Tosrn. Mr. Charlton’s previous experience had not qualified him 
for the post of district supervisor, had it ¢ 

Mr. Matste. In my humble opinion it had not. 

Mr. Topix. Thereafter, Mr. Malsie, you were transferred once more 
to Chicago? 

Mr. Mauste. Yes, sir. 

Mr. Topix. When was that? 

Mr. Matsre. That was August 1, 1947. 

Mr. Torry. And who was the district supervisor in Chicago? 

Mr. Matsire. Dan J. Conerty. 

Mr. Tosrn. And what had Mr. Conerty’s experience been prior to 
his becoming a district supervisor ? 

Mr. Matste. As I recall, he was made supervisor in December or 
November of 1946 and prior to that he was chief field deputy, collec- 
tor’s office, in Chicago, I believe, some office in the collector of internal 
revenue. 

Mr. Tostn. Is there any relation between work as chief field deputy 
in a collector’s oflice and a district supervisor of the Alcohol Tax 
Unit? 

Mr. Mauste. Not unless it would be from an administrative stand- 
point. 

Mr. Tosrn. Had it been customary in the Alcohol Tax Unit to pro- 
mote from within the unit and give people with prior experience in 
alcohol tax matters supervisory positions / 

Mr. Matsre. At one time it had, sir. 


7" 
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Mr. Torin. This pri uctice was not followed in Mr. Conerty’s case? 

Mr. Manster. No, sir. 

Mr. Tortn. What was your opinion of Mr. Conerty as a district 
supervisor ¢ 

Mr. Matstr. I obj yee ted to going to Chicago, but went, and we got 
along - right, because I said I was going to run enforcement while I 
was there, and I did. 

Mr. oe Why had you objected to going to Chicago ? 

Mr. Matsm. I told Mr. Avis at the time that I thought I had put 
in enough time with politicians, and I had heard that Conerty was a 
politician, and I didn’t want another Burkett deal. 

Mr. Tonin. During the time you were in Seattle and before you 
were transferred to Chicago, did the post of district supervisor in 
Kansas City become vacant ¢ 

Mr. Maistre. Yes, sir. 

Mr. Torin. Did you attempt to obtain the post of district supervisor 
in Kansas City / 

Mr. Maustr. Mr. Avis told me he had no objection to my being dis- 
trict supervisor in Kansas City, and I contacted a friend of mine with 
the American Legion national executive committee whom I had been 
very active with in the American Legion and had asked him to assist 
mie. 

Mr. Tosrn. Did Mr. Avis tell you that you would have to get that 
kind of assistance if you wanted to be district supervisor in Kansas 
City ¢ 

Mr. Maustr. He said the way things are going you are going to have 
to have a powerhouse, or words to that effect, to get the job. 

Mr. Torry. So you set out to get a powerhouse, so to speak, as best 
you could? 

Mr. Master. Through the American Legion. 

Mr. Torry. And what luck did you have? 

Mr. Matsie. I was informed by this friend of mine a day or two 
later that the Secretary of the Treasury had already promised the job 
to a former classmate of his. 

Mr. Torry. College classmate ? 

Mr. Matste. That’s what I was informed. 

Mr. Tortn. Who was that ? 

Mr. Manrsie. Mr. Ahlfeldt. 

Mr. Tornrn. How do you spell that? 

Mr. Marste. A-h-]-f-e-l-d-t. I believe that’s the spelling. 

Mr. Tosrn. Had Mr. Ahlfeldt had any previous experience in the 
Bureau of Internal Revenue ? 

Mr. Matstr. All I know is that I was told he had been in the bitum- 
inous coal industry. 

Chairman Kran. He had been in the bituminous coal industry ? 

Mr. Matste. Bituminous coal industry or one of those agencies, sir. 

Chairman Kran. Not in the Bureau of Internal Revenue? 

Mr. Mauste. No, sir. 

Mr. Torry. In any event, as far as you know he had no experience 
whatsoever in anything related to the Alcohol Tax Unit? 

Mr. Matstr. No, sir. 

Mr. Tostn. And he became district supervisor ? 

Mr. Maustr. Yes, sir. 
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Mr. Tosrn. And you were informed that this was because he was 
close to the former Secretary of the Treasury, Mr. Snyder? 

Mr. Matste. Yes, sir. 

Mr. Tosrn. Did Mr. Ahlfeldt have any other support for that post 
so far as you know? 

Mr. Marste. So far as I know, I have heard rumors, but that’s all. 

Mr. Tosrn. And then hi: aving failed in your efforts to become dis- 
trict supervisor in Kansas City, efforts which you understood were 
agreeable to Mr. Avis, you were transferred to Chicago as assistant 
supervisor ¢ 

Mr. Matsie. Yes, sir. 

Mr. Torin. In August of 1947? 

Mr. Matsie. Yes, sir. 

Mr. Tosry. When did the next vacancy as district supervisor in 
the Alcohol Tax Unit occur? 

Mr. Matsre. On March 4, 1949. 

Mr. Tosrn. Prior to this time, Mr. Malsie, and prior to your trans- 
fer to Chicago, the post of district supervisor in New York had be- 
come vacant and had been filled by the appointment of Mr. Olson. 
had it “> ( 

Mr. Matsie. Frankly, I don’t know when Mr. Olson went there, sir. 
I don’t — when he went in. I wasn’t too familiar with that. 

Mr. Tosin. That was in January of 1947, Mr. Malsie. Do you know 
whether Mr. Olson had had any previous experience in the Alcohol 
Tax Unit? 

Mr. Maisie. No, sir. I only met the man once to shake hands with 
him, was introduced to him, that’s all. 

Mr. Tostn. So that as of the time the Atlanta district supervisorship 
became vacant there had been the following vacancies and appoint- 
ments since your return from military service: There had been a 
vacancy in Kansas City, filled by Mr. Ahlfeldt with no previous experi- 
ence in the Bureau of Internal Revenue. There had been a vacancy 
in Seattle, filled with a four-grade jump by Mr. Charlton, who had 
had no previou experi nee at that level. There had been a vacancy in 
Chicago, filled by the appointment of Mr. Conerty, who had been ¢ hief 
tield deputy in the collector’s office, but who had had no experience in 
the Alcohol Tax Unit. 

Likewise there had been a vacancy in New York, filled by the ap- 
pointment of Mr. Olson, whose background was the same as Mr. 
( onerty ’s. 

Now, sir, when did you learn that there was to be a vacancy in 
Atlanta? 

Mr. Mausre. It was in November, as I recall. It was before Christ- 
mas of 1948. 

Mr. Tortn. Would you repeat that ? 

Mr. Matstr. November of 1948, before Christmas of 1948. 

Mr. ‘losry. Who told you about this vacancy ? 

Mr. Matsir. I heard about it from the special investigators in 
Atlanta. 

Mr. Torry. And did you thereafter discuss this matter with Mr. 
Mealey ? 

Mr. Matste. Yes, sir; Mr. Mealey called me to Washington. 
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Mr. Toptn. Parenthetically, Mr. Mealey when he was appointed 
Deputy Commissioner in ¢ harge of the Alcohol Tax Unit had had no 
previous experience in alcohol tax matters, had he? 

Mr. Matsie. I understand he had not. 

Mr. Torry. In any event, Mr. Malsie, Mr. Mealey called you to 
Washington in the late fall or winter of 1948 ? 

Mr. Mausir. Yes, sir. 

Mr. ‘Torin. And what did he discuss with you ¢ 

Mr. Mausie. Said he would like to have me down in Atlanta because 
of my enforcement experience, and that was the enforcement district, 
but I would have to get a Senator to sponsor me, preferably a Senator 
from Florida because my civil-service record showed that I was 
charged to the State of Florida, since I took the civil-service examina- 
tion in 1926 in Florida. 

Mr. Tostn. And did you thereafter try to do what he told you to do? 

Mr. Matsir. I did, sir. 

Mr. Toprn. How did you go about getting the endorsement of a 
Senator from Florida? 

Mr. Matstr. Prior to coming to Washington that time, the Schenley 
distillery at Lawrenceburg, Ind., re ported that there was a theft of 
whisky. They thought whisky was being stolen from their warehouse 
and asked me to come down there. I went down and investigated, and, 
to make a long story short, as a result we caught their employees at 
2 o’clock one Sunday morning siphoning the whisky out of the ware- 
house, and they were very appreciative of it. 

So I called the manager there—I believe he was also an official of 
the corpor: called him and told him the story, that I had a 
chance to get the district supervisor’s job if I could get a Senator from 
Florida to sponsor me. He told me if that is all it took he was sure 
he could get it. 

Mr. Toptn. In substance, then, did Mr. Mealey know that you were 
going to go about getting an endorsement in this fashion ¢ 

Mr. Matstr. Yes, sir; either before or afterward I told him. 

Mr. Torin. This was Senator Pepper’s endorsement you received ? 

Mr. Matstr. Yes, sir. 

Mr. Toxstn. In order to get Senator Pepper’s endorsement you were 
supposed to go to a company in the liquor industry that you in your 

capacity as district supervisor would have to regul: ate ? 

Mr. Matste. Yes, sir. 

Mr. Tostn. That was known to Mr. Mealey. What other efforts 
did you make to obtain endorsement for your “candidac y! 

Mr. Matsie. I found out in Atlanta that Senator Pepper had also 
endorsed my assistant in Atlanta. 

Mr. Tosin. That is Mr. Tydings? 

Mr. Matsm. Yes, sir; so I talked to the Schenley representative 
about it, and he said that he would contact a friend of his and get 
Senator George to—— 

Mr. Tosty. Who was the Schenley representative ? 

Mr. Marsie. Mr. Ben Stein, in Jacksonville, Fla. 

Mr. Tostn. This is Mr. Ben Stein, of Jacksonville, Fla., the Schen- 
ley representative there ? 

Mr. Matste. Yes, sir. 

Mr. Tosrx. What was Mr. Ben Stein’s known reputation to Alcohol 
Tax Unit officials? 
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Mr. Ma sir. So far as I know, it was very good. 

Mr. Tosin. Had Mr. Stein been the subject of an investigation of 
OPA black-market operations involving the sale of liquor? 

Mr. Mausir. I later heard that. 

Mr. Topin. He was in fact regarded as one of the principals against 
whom these investigat ions were being pressed ¢ 

Mr. Maxsir. I later heard that; yes, sir. 

Mr. Torry. And this was the man you were dealing with to get 
Senator Pepper's endorsement; is that right ¢ 

Mr. Mausie. Well, I dealt through the Schenley distillery in Law- 
renceburge, and they contacted him. 


Mr. Torin. And after you came to Atlanta you dealt with Mr. Stein 
yourself ¢ 

Mr. Matstr. Yes, sir. 

Mr. Torr~n. And Mr. Stein attempted to obtain an endorsement 
from another Senator ? 

Mr. Matstzx. From Senator George in Georgia. 

Mr. Torin. How did he go about getting Senator George’s 
endorsement ¢ 

Mr. Marsir. He said that an attorney friend of his in Atlanta was 
very close to Senator George, and he would contact him and ask him 
10 communicate with Senator George. 

Mr. Tostn. Who was the attorney friend in Atlanta ? 

Mr. Mausre. Mr. I. T. Cohen, C-o-h-e-n. 

Mr. Torry. So Mr. Stein contacted Mr. I. T. Cohen on your behalf 
and requested Mr. I. T. Cohen to get Senator George to sponsor you? 

Mr. Matste. Yes, sir. 

Mr. Tosrn. Did you thereafter discuss this matter with Mr. I. T. 
Cohen ? 

Mr. Mauste. Yes, sir. 

Mr. Tosr~. What did he tell you ¢ 

Mr. Maustre. He told me he contacted Senator George, and Sena- 
tor George said he would sponsor me. 

Mr. Tonrn. Before you came down to Atlanta, did you discuss this 
problem with the then district supervisor, Mr. Hearington ? 

Mr. Maustr. Yes, sir. I called Mr. Hearington from Chicago— 
maybe it was Washington; I believe it was Washington—and asked 
him if there was anything he could do or if he knew anyone down 
there that could help me in connection with getting this appointment. 

Mr. Torry. Did he have any suggestions to offer ? 

Mr. Maustr. Yes, sir. 

Mr. Tonrn. What did he tell you to do? 

Mr. Matsix. He suggested that I contact Congressman Smathers. 

Mr. Tonrn. Of Florida? 

Mr. Matsigz. Of Florida. 

Mr. ‘Tosry. And did you do that? 

Mr. Mauste. I did, sir. 

Mr. Tosrn. And what did he tell you! 

Mr. Marstr. He told me that he couldn’t do me any good with 
Senator Pepper because it was common knowledge that he was going 
to run against Senator P¢ pper at the next election. 

Mr. ‘Tourn. But did he nevertheless advise you to attempt to get 
Senator Penper’s support ? 
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Mr. Mausie. He made a suggestion to the effect that the liquor in 
dustry donated a lot of money to the Democratic campaign and the 
Senator’s campaign, and they might help me. 

Mr. Tonrn. Did he suggest also you go to see Mr. Ben Stein? 

Mr. Marsie. I don’t believe he did, sir, no, sir, because I don’t be- 
lieve I heard Ben Stein’s name until after I had contacted Lawrence- 
burg, Ind. 

Mr. Torin. Now, then, sir, you came down to Atlanta, and by this 
time you had first gained and then lost Senator Pepper’s endorsement 
and subsequently gotten Senator George’s endorsement. Did you ob- 
tain any other endorsements ? 

Mr. Mausir. No, sir. 

Mr. Torin. Are you sure of that ? 

Mr. Marsre. I am sure of that. I understand there are endorse- 
ments in my file—I just found out—but it’s all Greek to me. 

Mr. Tosin. Mr. Malsie, your personnel file in the Bureau indicates 
that you received at that time endorsements also from Senator Ke 
fauver, Congressman Wood of Georgia, and Congressman Brown of 
Georgia. Didn’t you solicit those persons ¢ 

Mr. Mauste. No, sir. 

Mr. ‘Tourn. You never knew that those endorsements had been 
given ? 

Mr. Matste. I was very much surprised. I just heard a couple of 
weeks ago about Senator Kefauver being in there. Frankly, L have 
no idea how they came in. I do know that some of the men down in 
Georgia were very anxious to get me—probably not to see Bill Malsie 
get appointed supervisor, but to get someone appointed other than 
Tydings. 

Mr. Torrn. This was a civil-service job, district supervisor, was 
it not ? 

Mr. Matste. Yes, sir. 

Mr. Tourn. And you had been an assistant district supervisor since 
1936 ? 

Mr. Matste. Yes, sir. 

Mr. Torry. This was the first real chance that you had to become 
a district supervisor yourself ? 

Mr. Matstr. I thought it was. 

Mr. Topsrn. And as far as you knew at the time, you had the sup 
port or responsible Bureau officials in Washington ? 

Mr. Mausie. Yes, sir. 

Mr. Torin. Who wanted to appoint you to this job? 

Mr. Matsir. Yes, sir. 

Mr. Torrn. They told you in order for you to get this job you would 
have to vet some endorsements ? 

Mr. Matste. Yes, sir. Commissioner Schoeneman also told me that. 

Mr. Tosrn. When did Commissioner Schoeneman tell you you 
would have to have endorsements ? 

Mr. Marstre. He was in my office in Atlanta shortly after I arrived 
there and stated if I could produce evidence that I was a good Demo 
crat, get someone to sponsor me or someone to go to bat for me, I 
would get the job, and he wanted to make the appointment, but he 
couldn’t under the present circumstances. 

Mr. Torry. Did he tell you why he could not make an appointment? 

Mr. Matste. I wouldn’t say that he did, but I realized that Senator 
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Tydings was against me on it. I wouldn’t say that he did or didn’t. 
] just don’t recall. 

Mr. Torry. During this period in Atlanta, Mr. Malsie, between the 
time that you were transferred there on March 4 to the time that your 
appointment was made permanent, did you know that the claim was 
being made in Washington that you were a Republican ? 

Mr. Matste. I had heard that. 

Mr. Tosrn. From whom ? 

Mr. Mausre. At the end of the first month—that would be early in 
April of 1949—when the bills came from the Western Union Tele- 
graph Co. I asked to see the bills because toward the middle of March 
I found out telegrams were going out of the office over the signature 
of my assistant, which was contrary to the usual procedure, and I 
issued orders that all dispatches be sent out over my name. I called 
for the bills, and one of the first telegrams in there was a telegram 
to Senator Tydings accusing me of being a Republican, among other 
things, and demanding that I be removed, and the telegram was sent 
official business, Government rate, charged to office, district supervisor, 

Mr. Tosrn. This telegram was a telegram of March 4, 1949, which 
was sent by Donald S. Tydings? 

Mr. Matsie. The day I took over the office; yes, sir. 

Mr. Tosty. This was the telegram that stated that he wanted Sen- 
ator Tydings to get him the post as district supervisor even if it were 
necessary to go to the President? 

Mr. Maunsie. Yes, sir. 

Mr. Torry. Stating that you were an outsider and the job shouldn’t 
go to an outsider, especially a Republican, meaning you? 

Mr. Matstr. Yes, sir. 

Mr. Tostn. Who paid for that telegram ? 

Mr. Marstr. Eventually Donald Tydings did, or he had someone 
pay for it. The office did not pay for it. 

Mr. Tosry. But there was a considerable struggle over this $1.04, 
was there not? 

Mr. Matsie. Yes, sir. 

Mr. Sapiax. After that point, Mr. Malsie, how did you learn of 
the fact of that telegram ? 

Mr. Matsir. The Western Union Telegraph Co. when they send 
bills to the Government attach the original telegram for billing and 
attached to this bill was a telegram on, say, March 2, so much money, 
and a copy of the telegram, and then came March 4, and there was 
the copy of the telegram, the original telegram as we typed it up. 

Mr. Sapiax. Did you have a copy of that telegram in the files any- 
way? 

Mr. Matste. No, sir; no, sir; I had the original that came with the 
bill. I kept them. 

Chairman Kean. You should have had them in your files; is that 
not so? 

Mr. Marste. Normally we would. 

Chairman Kran. Anything that was charged to the Government 
you normally would ? 

Mr. Marsie. Yes, sir; to compare with the bills. 

Mr. Torry. Did Mr. Avis call you during this period and ask you 
if there was any way you could prove you were not a Republican? 
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Mr. Mauste. I was called by Mr. Avis, and I believe—well, I was 
called by several different ones. 

Mr. Tosi. Did Mr. Mealey ever call you about this matter? 

Mr. Manse. It seems to me he did, and it seems to me Mr. Schoene- 
man did, and Mr. Avis. I won’t say for sure, but I was called by 
some of the officials. 

Chairman Kean. All of these people wanting you to prove that you 
were not a Republican so that you could get the job? In other words, 
in this civil-service position the one damaging thing against you was 
the fact that you were a Republican, the one thing above all that had 
to be removed? That stigma had to be removed ? 

Mr. Matstr. Yes, sir. 

Mr. Topin. Mr. Malsie, had you ever sought political office in Kan- 
sas City ¢ 

Mr. Matste. No, sir. 

Mr. Torin. Had it ever been discussed that you might be a candi- 
date for the mayoralty in Kansas City ¢ 

Mr. Matsre. Yes, sir. 

Mr. Torry. On which ticket ? 

Mr. Matsir. On the Democratic ticket. 

Mr. Tonrn. Were you asked to see if you couldn’t prove that to 
show that you were a Democrat? 

Mr. Matsir. Yes, sir; that was brought up. 

Mr. Torin. Mr. Malsie, a recorded telephone conversation between 
Mr. Mealey, Mr. Avis, and yourself dated April 14, 1949, a little more 
than a month after you had become district supervisor, had reference 
to your being considered as the Democratic candidate for mayor of 
Kansas City. Mr. Avis asked you if you had ever been a registered 
Democrat; do you recall that? 

Mr. Mausir. No, I don’t,sir. I do believe that at one time, or prob- 
ably several times, I made some statement to the effect that in Kansas 
City I couldn’t prove anything because of the way things were going 
with the elections out there. Now, whether I said that to Mr. Avis 
or Mr. Mealey I have no independent recollection. 

As a matter of fact, I did not register in Kansas City there for some 
time. 

Mr. Tosin. Let me read to you, Mr. Malsie, a portion of this tele- 
phone conversation of April 14, 1949. This is between first Mr. 
Mealey and you and then Mr. Avis and you. 

Mr. Mealey said, “Now you told me on the phone something about 
politics, that you had been * * * talked to about Democratic mayor 
for K. C.” I presume that meant Kansas City. 

And you replied, “Yes.” 

Mr. Mealey asked you, “When was that ?’ 

You replied, “In 1945 in the spring.” 

Mr. Mealey then said, “What else did you tell me about this D. A.?” 

What did he mean by that; do you recall ? 

Mr. Mausir. (No response. ) 

Mr. Torin. Your reply to that was, “Held office as chief of police 
in Ojus, Fla., which was Democratic.” Is that you? 

Mr. Matsip. Yes, sir. 

Mr. Torry. “That was before he came into Government service.” 

Mr. Matster. Yes, sir. 
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Mr. Tostn. Who is “he”? Is that you? 
Mr. Matstrr. Who is who? 

Torin. Perhaps this transcript is incorrect. Perhaps it should 
read: “That was before I came into Government service.” Is that 
right? 

Mr. Maustr. Yes, sir. 

Mr. 'Tosrn. Then Mr. Mealey said, “Anything else?” 

And you replied, “I think I can dig up some if more is needed.” 

Mr. Mealey said, “Maybe this is enough for now. I will let you talk 
to Mr. Avis now.” 


| Mr. Avis asked, “Were you a registered Democrat ?” 
You replied, “No. Tried to register in Seattle, but was too late. 


Was registered in Chicago, but did not declare our property.” Is 
that right ? 

Mr. Mauste. That’s the fact 

Mr. Torry. Did you make efforts at this time to try to prove that 
you had been a Democrat ¢ 

Mr. Matste. No, sir. 

Mr. Torrn. Or at least that you had not been a Republican ¢ 

Mr. O’Brien. Mr. Tobin, you ment oned that the tr: anscript of the 
telephone conversation was incorrect. What do you mean by that? 

Mr. Torrn. The transcript here, Mr. O’Brien, reads: “That was 
before he came into Government service.” Mr. Malsie said that should 
be “before I came into Government service.” 

Mr. O’Brien. If it is incorrect in one place, it could be incorrect 
in another 

Mr. Torin. It could be. These notes, Mr. O’Brien, are all several 
years old, and they were transcribed by the lady who made the notes 
at that time. They are surely as accurate as they can be, but cer- 
tainly not 100 percent right. 

During this period when you were acting district supervisor, was 
Mr. Tydings seeking support in the office from subordinates of yours 
and of his for his candidacy as district s supervisor ¢ ¢ 

Mr. Marste. I understood he was, sir. 

Mr. Tosrn. And was the office in effect being divided into two 
factions, the Malsie faction and the Tydings faction ¢ 

Mr. Marsir. Yes, sir. It was more the Tydings faction and the 
anti-Tydings faction. 

Mr. Tornrx. In any event, you had a faction, and he had a faction, 
whatever label you want to give it 

Mr. Mausiz. Yes, sir. 

Mr. Torry. At this time, Mr. Malsie, were you asked if you had 
been involved in various indiscretions by people in Washington ? 

Mr. Matste. Yes, sir. 

Mr. Tosrn. And you submitted the best evidence you had to prove 
that these allegations concerning you were false ? 

Mr. Matste. I did, sir. 

Tonin. Where did these allegations come from; do you know? 

Mr. Matste. I understood that Senator Tydings then took them to 
the Secretary of the Treasury. 

Tontn. And they were thereafter investigated by the Bureau? 

Mr. Matstr. So I understood. 
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Mr. Tosnrn. Would you say, Mr. Malsie, that your having been des- 
ignated as acting district supervisor rather fige district supervisor 
made your lot more difficult in Atlanta 4 

Mr. Matste. Very much so. 

Mr. Tosty. In September of 1949 you were summoned to Washing- 
ton with Mr. ‘Tydings; were you not? 

Mr. Marsiz. By Mr. Avis. 

Mr. Tonin. By Mr. ae 

Mr. Matsir. Yes, S 

Mr. Torin. And aw ‘n you came to Washington you were informed 
that you were ‘ become district supervisor and Mr. Tydings was 
to stay as your assistant? 

Mr. Mausie. Yes, sir. 

Mr. Tosry. And both of you were to receive a promotion and the 
district was to be rec lassified ? 

Mr. Matsir. Yes, sir. 

Mr. Tosrn. And that was done? 

Mr. Matste. Yes, sir. 

Mr. Torry. Thereafter did you and Mr. Tydings work together 
fairly well? 

Mr. Matste. Yes, sir. 

‘Tostn. And how long did this harmony between you continue? 

. Marste. Well, the break, the real break, came in about April or 
Me LY cal last year, of 1952 

Mr. Tortn. During this period of harmony between you, was Mr. 
Tydings offered the _ of district supervisor in Denver? 

Mr. Maistre. Yes, si 

Mr. Tosrn. And did oe discuss that matter with you before making 
a decision ? 

Mr. Matste. Yes, sir. 

Mr. Torin. And what did you advise ee 

Mr. Matsir. I suggested that he st: iy in Atlanta as assistant. 

Mr. Topnrn. Is that what you Wt antec to advise him ? 

Mr. Matste. No, sir. 

Mr. Tostn. Why did you tell him then, if you did not want to, that 
he ought to stay in Atlanta ¢ 

Mr. Matstr. I was given to understand by Mr. Mealey that they 
did not care to put a man like Tydings in a supervisory post. 

Chairman Kran. Wait a moment. When was that date? 

Mr. Matstr. Well, it was shortly before Christmas, sir; it must have 
been 1950. 

Chairman Kean. I thought you said this was a year ago. 

Mr. Marste. I believe it was 1950. I know it was shortly before 
Christmas. 

Chairman Kran. That is right. Mr. Mealey was still in office then. 
However, I thought you stated that everything was all gee up to 
1952, and I knew that Mr. Meale ‘vy was out of office then, but you are 
referring to sometime before that, when the Denver appointment was 
offered ? 

Mr. Maustr. Yes, sir 

Mr. Tosrn. When this matter of your becoming district supervisor 
in Atlanta was first discussed with you by Mr. Mealey in the late 
fall of 1948, did he tell you anything about Mr. Tydings at that time? 

Mr. Matste. Yes, sir 
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Mr. Tosrxn. What did he tell you? 

Mr. Master. He told me that he had been in a great deal of difficulty 
and that his cousin, the Senator, was very much interested in him, 
a very powerful figure in the Senate. 

Mr. Torry. Did he promise to transfer Mr. Tydings if you would 
take the post ¢ 

Mr. Mausrie. He did, sir. 

Mr. Tosrn. But he never kept that promise, did he ? 

Mr. Matsir. No, sir 

Mr. Torry. Did you ever discuss that with him ? 

Mr. Matste. Yes, sir. 

Mr. Tostn. What did he tell you ¢ 

Mr. Marsite. We had a meeting in Assistant Secretary Graham’s 
office in the latter part of September, and the conversation would 
always revert back to the meeting at the Assistant Secretary’s office 
where both Tye lings and I agree | to get along together. 

Mr. Toni. Did a. Mealey ever tell you why he had failed to keep 
his promise to you that he would transfer Mr. Tydings out if you 
would go down to Atlanta ? 

Mr. Matsir. Well, this deal that was made—apparently that Sen- 
ator Tydings would lay off of me and leave Donald there providing 
Donald got a one-grade raise, which was the grade that he wanted. 

Chairman Kean. Did you say that it was December 1950 that Mr. 
Me: ale Vy told you that he ‘hoped you would urge Mr. Tydings to stay 
in Atlanta because he did not wish him to take the responsibility of 
the Denver post ¢ 

Mr. Mausir. Well, it wasn’t exactly urging, Congressman, but he 
said that he hoped he it I would work something: out. 

Chairman Kran. Do you know that it was December 1950? 

Mr. Maus. I know it was in December, sir. 

Chairman Kran. The reason I am trying to establish the date is 
that if [ remember correctly in November 1950 there was an election, 
and Senator Tydings was defeated. Therefore, the attitude of Mr. 
Mealey toward Donald Tydings, if Mr. Mealey was thinking politi- 
cally, might have changed after that period, and though they wanted 
to carry out the promise that they had made of offering this Denver 
job to Mr. Tydings, they may have wanted to do everything i in their 
power to prevent him from accepting the job and only go through 
the nominal offering of the job to him. That is what I am trying to 
find out. 

Mr. Mausie. Sir, sa reason I say it was December is I recall dis- 
tinctly it was shortly before I was going to Kansas City to spend 
Christmas, and I had a filling come out of a tooth, and I went down to 
the dentist, and he drilled it out, and I told him I wanted my two 
front teeth for Christmas, and while I was in the dentist chair Tyd- 
ings called me saying that he had this call from Mealey, and I did not 
have time to have those teeth pulled and new teeth put in, so it was 
shortly before Christmas. 

Mr. Torin. Mr. Chairman, we have a transcript of a telephone 
conversation dated December 19, 1950, between Mr. Donald Tydings 
and Mr. Mealey which refers to the fact that Mr. Donald Tydings 
had contacted you, Mr. Malsie, in the dentist’s office, that you had 
discussed the matter, and that Mr. Donald Tydings had asked you if 
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you would rather have anyone there in Atlanta than himself, and you 
said ‘ 'No:” 

Then Mr. Tydings asked Mr. Mealey: “Now, would you rather have 
someone else here ¢” 

Mr. Mealey said: “No, sir.” 

Mr. Tydings replied: “Then count me out. I realize this probably 
means I will get no other chance for a supervisor’s job, but Iam happy 
and contented here and getting along fine.” 

Mr. Matste. That’s about the fact. 

Chairman Kean. Do you not think that the date of this rather indi- 
cates some confirmation of what I was suggesting, that when Senator 
Tydings’ power was removed owing to the fact that he was defeated, 
they then went through the motions, but that was all? 

Mr. Matste. Yes, sir. 

Mr. Tortn. Your difficulties with Mr. Tydings cropped up again 
when, Mr. Malsie? 

Mr. Matsie. They really came out into the open in about April or 
May of last year. That would be 1952 

Mr. Tosrx. That was when the Harney group came to your office 
for an investigation ? 

Mr. Marste. Yes, sir. 

Mr. Toptn. Would it be accurate to say, Mr. Malsie, that the Harney 
group investigation of Atlanta was primarily an investigation of you, 
not to any appreciable extent an investigation of Mr. Tydings? 

Mr. Matstr. Yes, sir. 

Mr. Torin. Do you know whether Mr. Tydings had any part in 
inciting this investigation against you ? 

Mr. Mauste. I understood he did. 

Mr. Toptn. And that, needless to say, did not make for friendship 
between you and him, 

Mr. Matstr. No, sir. 

Mr. Torry. So about that point your difficulties became as fierce as 
they ever had been ? 

Mr. Mansi. Yes, sir. 

Mr. Tosrn. And remained so until you were both transferred away ? 

Mr. Matste. Yes, sir. 

Mr. Tosrn. You have been transferred to Philadelphia in the same 
grade that you held in Atlanta; is that right? 

Mr. Mauste. Yes, sir. 

Mr. Topstn. The difference being that you are subordinate to the 
assistant district commissioner instead of being in effect the district 
supervisor ¢ 

Mr. Master. Yes, sit 

Mr. Tosrn. Reviewing your efforts to get this post in Atlanta, had 
you ever before in your entire career as an employee of the Alcohol 
Tax Unit sought political support for yourself ? 

Mr. Matstr. No, sir, never. 

Mr. Tosry. When you sought this Atlanta post, you were instructed 
by your superiors in Washington that they wanted to give you the 
post, but you would have to get support if they would be able to do so? 


Mr. Matsre. Yes, sir. 
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Mr. Tosrn. And eae this long period, me were acting, those 
mstructions were Give to you agaln, 1n fact, by the C ommissioner 
himself ¢ 

Mr. M ALSIE. Ye Ss, Sir; ona numbe1 rT of occasions. 

Mr. ‘Tosi. — you did your best to get that support ! 

Mr. Matste. I did. 

Mr. Torin. And ultimately the matter was resolved as has been de- 
scribed with your appointment and a grade raise for both you and 
Mr. Tydings ? 

Mr. Mausir. Yes, sir 

Mr. Tosin. During your service as district supervisor in Atlanta, 
did you have any other political difliculties than these ones that have 
been described involy Ihe Mr. Donald Tydings ¢ 

Mausiz. Well, unless, Mr. Tobin, you are referring to the local 
oflicers 1 rying to arrest me down there. 

Mr. ‘Topix. No, sir; not that. That was a State matter, was it 
not é 

Mr. Mausie. Yes, sir. 

Mr. ‘Tosnin. Dealing with the Bowen case? 

Mr. MaALsix. Y¢ Ss, Sir 

Mr. Topix. And that was resolved when you got support from your 
superiors ¢ 

Mr. Mauste. Yes, sir 

Mr. ‘Tosin. Insotar as the administration of the office of district 
supervisor was concerned, were you free from political interference 
in the manner in which you e ‘arried out your duties ¢ 

Mr. Mausie. Yes, sir 

Mr. Torin. Were you able to make promotions and transfers with- 
out consulting your superiors or getting endorsements ¢ 

Mr. Matsir. oi — ; no, SL. 

Mr. Tosrn. What promotions to responsible posts did you have the 
opportunity to cies dur ing your service in Atlanta ¢ 

Mr. Mauste. ‘The first one was the investigator in charge for 
Alabama. 

Mr. ‘Tostn. The post of investigator in charge of Alabama became 
vacant ¢ 

Mr. Mausir. Yes, sit 

Mr. Topix. And how was that post filled ? 

Mr. Matsie. I received a telephone call from Mr. Mealey that he had 
agreed with the two Senators from Alabama to submit five names 
to those Senators, any one of which would be agreeable to us as in- 
vestigator in charge in Alabama, and he asked me to submit the five 
names immediately because—I do recall it was supposed to be on a 
‘Tuesday at 10 o’clock they were to decide—so I sent five names in. 

Mr. Tosiy. Did you make any recommendation yourself as to which 
of the five you would like to appoint ¢ 

Mr. Mausie. I am sure I didn’t in writing. I may have in discussing 
it with Mr. Avis. I may have mentioned something about it. Any 
one of them would have been good men. Some of them were better 
than others, of course. 

Mr. Tosrn. In any event, it was clear to you that it was not your 
prerogative to appoint the investigator in charge in Alabama? 

Mr. Mausm. That’s true, sir. 
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Mr. Torin. You submitted 5 names to Mr. Mealey and as far as 
you know he submitted the 5 names to the Senators of Alabama 
and they picked 1? 

Mr. Maustr. I understood. 

Mr. Tosprn. Was their choice a vood one ¢ 

Mr. Matstr. In my opinion, it was excellent. 

Mr. ‘TOBIN. Was it the same choice you would | have bhi ide ? 

Mr. Matste. I may have. | probably would have tried to recom- 
mend the former aide . Atlanta, Special Investig rator Me ‘Pherson. 
However, for the good of the service in Alabama, his appointment 
may not have worked out as well as the pre sent one did. 

Mr. Towrn. Why do you say that ? 

Mr. Maxsir. Because MePherson was a known Republican and 
\labama is very strongly—the men and all are very strong Demo 
cerats, 

Mr. Tosnin. Would that have caused trouble in the internal-revenue 
service in Alabama ? 

Mr. Matsie. Yes, sir. 

Mr. Tostn. You had occasion also to make two other appointments 
to top posts, did you not? 

Mr. Matsir. Yes, sir. 

Mr. Tosrn. Aide? 

Mr. Mauste. Yes. sir; the permissive assistant, Mr. Peterson. 

Mr. ‘I OBIN, And In that case you chose y¢ ur own man 4 

Mr. Maustr. Yes, sir. 

Mr. Tonr. And he. was appointed without any difficulty ? 

Mr. Matstp. Yes, sir. 

Mr. Tosrxn. When was that? 

Mr. Marsie. That was in July. I believe it was July of 1950. 

Mr. Vosin. And you also were allowed to appoint the aide to the 
enforcement assistant ? 

Mr. Matsie. Yes, sir. 

Mr. Tosrn. And in that case you chose the man you wanted and 
there was no difficulty about that 4 

Mr. Matsie. Yes, sir. 

Mr. Torin. Were there ever any oecasions, Mr. Malsie, when you 
soug] ht to dis scipline or tr iii employees in your office oak you were 
prevented from doing so? 

Mr. Mausigz. Yes, sil 

Mr. Tosin. Will you describe those ¢ 

Mr. Mausiz. Well, the one case that strikes me right off is what we 
call the Whisenhunt case. 

Mr. Torstn. This is Investigator Whisenhunt in South Carolina ? 

Mr. Mausiz. Of Florence, S. C. The investigator in charge in 
South Carolina called me to say 

Mr. Tosrn. That is Mr. Lewis West ? 

Mr. Matsir. Lewis West, yes, sir—called me to say an attorney, I 
think in Darlington, S. C., called him about some liquor we had seized 
and about some men we had placed in jail several weeks or maybe 
a month before. The record would a ak for that. We had no rec- 
ord of it and I told him to go up and talk to the boys who were sup- 
posed to have mi: ade the seizure, and he did and the boys said that they 
put the liquor in Mr. Whisenhunt’s garage—it was taxpaid liquor, 


incidentally and he ordered it brought to the Federal Building, our 
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oflice, and stored in the usual manner. An investigation was made 
and, as I recall, my recommendation was that if this man could not 
be fired, that he be transferred one district removed from ours. 

Mr. Torry. Let me see if I understand what was involved. This 
investigator under his cloak of official authority seized Federal tax- 
paid liquor, had not made a report of the seizure, and had stored the 
liquor in his own garage ? 

Mr. Matsir. Yes, sir. 

Mr. Torin. So that if that matter had not come to your attention 
through the attorney and the investigator in charge, you never would 
have known about it and this liquor would have been available for 
this investigator in his own premises; is that right ? 

Mr. Matstr. Quite possible. 

Mr. Tosrn. And that was a violation of your regulations ? 

Mr. Matsir. Yes. 

Mr. Tortn. Which provide that if a seizure of this property be 
made, the property is supposed to be turned over to the Federal Gov- 
ernment and disposed of according to law ? 

Mr. Matstr. Yes. 

Mr. ‘Tosrn. An investigation was made of that and you made a 
recommendation preferably that the man be separated or, in any 
event, at least transferred away ¢ 

Mr. Matsir. That’s as I recall it. 

Mr. Torry. What happened to your recommendation / 

Mr. Matste. Mr. Whisenhunt is still in South Carolina, or at least 
he was on December 1 when I went to Philadelphia. 

Mr. Tortn. Why was your recommendation not approved ? 

Mr. Marsin. I was told that a Congressman objected strenuously 
to it. 

Mr. Torin. Because a Congressman had objected to the disciplinary 
action, it had not been given effect ¢ 

Mr. Matsir. So I was told. 

Mr. Tostn. Who was that? 

Mr. Marsie. Congressman McMillan. 

Mr. Torrn. Had you had previous difficulties with him concerning 
Mr. Whisenhunt ? 

Mr. Mansie. I was told—I’m testifying on hearsay on a lot of this— 
but I was told that Congressman McMillan was very bitter toward 
me, insisting that the carpetbagger from North Dakota be removed. 

Mr. Bocas. How do you know this? You say you were told. 

Mr. Matsir. I was told by a superior in Washington that he said 
that. I say I don’t know this of my own knowledge, and very little 
of this do I know of my knowledge other than what I have been told. 

Mr. Boces. Did you ever talk to Congressman McMillan ? 

Mr. Matstr. No, sir. 

Mr. Boees. Did you ever meet him? 

Mr. Manse. No, sit 

Mr. Boees. Did you ever have any contact with him ? 

Mr. Marstr. Correspondence. 

Mr. Boaes. You had letters from him ? 

Mr. Matstr. Yes, sir. 

Mr. Boces. Do you have those with you ? 

Mr. Mauser. I beg your pardon ? 
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Mr. Boces. Do you have the letters? 

Mr. Matste. Not with me. 

Mr. Boges. What did he say in the letters ? 

Mr. Matstr. I beg your pardon? 

Mr. Boces. Did he call you a carpetbagger then ? 

Mr. Matsie. No, sir. As I say, sir, what I said is hearsay. 

Chairman Kran. All you can actually testify to is the fact that you 
did recommend that this man be transferred —— 

Mr. Maustr. Yes, sir. 

Chairman Kran (continuing). That he had done something which 
was very wrong, it would seem to me—— 

Mr. Matstr. Yes, sir. 

Chairman Kran (continuing). And he was not transferred, but 
exactly why you do not know except from hearsay; somebody told 
you it was an act of influence from some Congressman ? 

Mr. Mausie. Yes, sir. I don’t know if any Congressman interceded. 
All I know is what I was told. 

Chairman Kran. However, you know he was not transferred for 
some reason when he should have been or fired ? 

Mr. Matste. Yes, sir. 

Mr. Boces. Where were you located besides Atlanta and South 
Carolina ? 

Mr. Matstr. I beg your pardon? 

Mr. Boaés. During the time that you had been with the ATU where 
have you variously been employed. 

Mr. Matsie. I came into the service in Miami, Fla., and was trans- 
ferred to Tampa, Fla. 

Mr. Bocas. How did you happen to come into the service in Miami? 
I thought you came from North Dakota. 

Mr. Master. I come from Sioux City, Iowa. 

Mr. Boces. How did you happen to come to Miami? What were 
you doing in Miami? 

Mr. Matstr. I was down there working. 

Mr. Bocas. You came in at Miami and you went to work in Miami, 

Mr. Maustr. Miami. I took the civil-service examination in the 

Jd high school in Miami. 

Mr. Bocas. Where did you go from Miami ? 

Mr. Matsiz. I was transferred to Tampa, and from Tampa to 
Jacksonville, from Jacksonville to Chicago, from Chicago to Kansas 
City, Kansas City to Seattle, Seattle to Chicago again, Chicago to 
Atlanta, and Atlanta to Philadelphia, where I am now, sir. 

Mr. Boaces. How long have you been with the service altogether? 

Mr. Matstr. This coming Sunday, I will have 28 years’ service, 
counting 2 years, 7 months, and 19 days in World War I. 

Mr. Boces. Have you been pleased with your service! 

Mr. Master. It’s my life, sir. I enjoy it. 

Mr. Boces. You never looked for any political influence to achieve 
advancement ? 

Mr. Matsie. Not until that last time. 

Mr. Boges. Did you get it? 

Mr. Matste. For a while, y yes, sir. 

Mr. Bocas. Whom did you get it from ? 
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Mr. Marsie. I got it from the Secretary of the Treasury through 


* PS 
what I thought was Senator Pepper, but I understand Senator Pep- 
per didn’t sponsor me. 


I 
Mr. Boaas. We l], Vv ho was it i 

Mr. Matstr. I guess, Senatol (zeorge. 

Mr. Boaes. Senator George of Georgia ? 

Mr. Marsir. I guess so. I don’t know. 

Mr. Boces. What do you mean, you “guess so”? You said you 
had some political influence. Who was it? 

Mr. Matstr. Sir, I had Senator Pepper. I was told I had Senator 
Pepper, and I found out later, or I was told later, that Senator Pep- 
per endorsed me 3 or 4 days after I arrived in Atlanta. Senator Pep 
per sponsored my assistant, and then later I was told that Senato1 
George would sponsor me. 

Mr. Boaes. Did he? 

Mr. Matsie. I understand that he did, and that’s all. 

Mr. Bow cs. In the whole pe iod that you have been in the service, 
have you had any letters from Congressmen about various employees ? 

Mr. Mausie. Yes, sir. 

Mr. Boaes. I think, if you are going to name one Congressman, you 
better name them all Who were some of the others ? 

Mr. Matsir. Down in Florida, there were several Congressmen. 
I don’t have any records. Vm transferred from Atlanta. But I 
know that the Congressman in Jacksonville and several others have 
written me and several Congressmen in Georgia. 

Mr. Boces. How about Kansas City and Chicago? Congressman 
O’Brien comes from Chi ago. 

Mr. Marste. I wasn’t in the driver’s seat then, sir. 

Mr. O’Brien. You never got a letter from me. 

Mr. Matsir. No, sir. 

Mr. Boges. Was anything improper in any of these letters that you 
received / 

Mr. Mauste. No, sir: other than, as I recall, there was one letter 
where a Congressman said that he understood we had six new auto- 
mobiles assigned to the district, and he wanted one of them assigned 
to a particular investigator. I thought that was improper. 

Mr. Bocas. By and large, what were the letters about that you 
received from Congressmen ? 

Mr. Maustre. Most of them were that they understood that so-and- 
so had filed an application for a position and would appreciate any 
consideration I could give him, or words to that effect: and when I 
would reply, : Lying that “I sincerely reoret that he is not on the 
Civil Service register, and we are unable to do anything.” tl ey were 
very nice about it. There was no reaction. In fact, one Congress- 
man, : I recall, or it ay have been his secretary, said that they had 
to do certain things, and they were very appreciative of my replies. 

Mr. Boces. So, the fact that a Member of Congress would write you 
| 


I 
a letter would certainly not indicate that he had done anything 


improper, would it ? 

Mr. Marstr. No, sir; I was just answering the question that Mr. 
Tobin asked me. 

Mr. Boees. And until such time as you sought the support of Sen- 
ator Pepper or Senator George, or both, you had gone right ahead in 
the Alcohol Tax Unit withou any } olitical influence ? 


Wes. 
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Mr. Matste. Yes, sir 

Mr. Boaes. What job did you say you now hold in the unit? 

Mr. Maustr. I am head of enforcement at Philadelphia, sir. 

Mr. Boces. Do you have any political influence in Philadelphia ? 

Mr. Mausim. No, sir 

Mr. Boces. Did you get your job in Philadelphia with political 
nfluence ? 

Mr. Master. No, sir. 

Mr. Boaes. When did you get the job In Philadelphia ¢ 

Mr. Matste. December 1 last. 

Mr. Bocas. So that except for rather dubious support, because you 
do not know whether Senator Pepper or Senator George, either one of 
them, supported you—you thought maybe Senator Pepper was sup- 
porting you, but you found out he was not supporting you, and then 
somebody told you that Senator Ge ree might be supporting you— 
you have not had political influence and you have held very respon- 
sible positions in the Alcohol Tax Umit without any political influ 
ence ¢ 

Mr. Maustr. Yes, sir. 

Mr. Bogcs. Where is your domicile ? 

Mr. Mausre. Well, I have kept Miami, Fla., as my civil-service legal 
residence. 

Mr. Boges. Do you vote ¢ 

Mr. Matrste. I haven’t voted recently, sir. 

Mr. Boaes. Then you could hardly expect to have political influence. 
You do not even vote. 

Mr. Matstr. This last time I was on military duty at election time. 
I was a voting resident of Atlanta, Ga., at that time. 

Mr. Boces. Well, you could have gotten a military ballot; is that not 
right? ; 

Mr. Matsim. Yes, sir. 

Mr. Boaes. Did you vet one ¢ 

Mr. M ALSIP. No, sIr 

Mr. Boaes. That is all. 

Mr. Tosrn. Mr. Malsie, you referred in your testimony to an inci- 
dent where you were directed to supply a car for one investigator. 
Who was that investigator ? 

Mr. Marstr. Whisenhunt. 

Mr. Tosry. And who directed you to supply him with a new car? 

Mr. Maunste. I would lke to find that letter if possible from the file. 

Mr. Tosty. In any event, you received a letter telling you to give 
Mr. Whisenhunt a new car ? 

Mr. Matsir. Yes, sir. 

Mr. Torrx. From a Member of Congress? 

Mr. Mausin. Either from a Member of Congress or a letter from the 
Deputy Commissioner telling me he had the letter from the Membe1 
of Congress. 

Mr. Torin. But you are not sure which? 

Mr. Mausie. One of those two: yes, sir. 

Mr. Tosrn. Did you supply the new car to the investigator ? 

Mr. Matsre. No, sir: I supplied him, not with a new car, but with a 
car that we had purchased new about 6 or 8 months previously. 

Mr. Boaes. Let me interrupt there. Would the investigator nor- 
mally be entitled to a car? 
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Mr. Marsme. Yes, sir; he had a car. 

Mr. Boeas. So this argument was as to whether he should have a 
new car or used car ?¢ 

Mr. Matsir. Yes. 

Mr. Boces. That is all it was about ? 

Mr. Mausre. Yes, sir 

Mr. Boeges. You had six new cars? 

Mr. Maustr. Yes, sir. 

Mr. Boees. To whom did you give the new cars? 

Mr. Mausre. Six new cars for 154 men, and we gave 2 of them—I 
won't say for sure but they were scattered around the 4 States. 

Mr. Boces. And a Congressman took the trouble to write you and 
ask you to give a new car rather than a used car to one of these 
fellows? 

Mr. Mansie. Yes, sir. 

Mr. Kine. You have to draw on your experience for these things, 
Mr. Boggs. The Congressman did not think this up just out of his 
own mind. When you look at some of the vehicles the Government 
supplies drivers with in the United States, you can understand that. 
I have several letters in my office now from the wives of rural-route 
carriers in my district serving notice that if their husbands are in- 
jured, the Government is going to be responsible because of the di- 
lapidated state of a 1936 or some model truck that the husbands have 
to drive around. 

I would say there is no doubt—and I do not think there is in your 
mind—that this fellow probably gave the Congressman a long, drawn- 
out story of discrimination or something and the Congressman just 
felt he would pass on the word that this fellow was perhaps entitled 
to a car, based solely on what information had béen given to the Con- 
gressman by the injured person. 

Mr. Matstr. No doubt, sir; he didn’t think it up himself. 

Chairman Kean. In other words, you do not feel necessarily that 
the Congressman did something improper in writing the letter, but 
you feel that if you had carried out the suggestion the Congressman 
had made in this case it would have been improper; therefore, you 
did not do it ? 

Mr. Matsir. I recall showing Mr. Schoeneman one of these letters 
at my desk in Atlanta from a Congressman and Mr. Schoeneman, 
who was Commissioner, said, “The man who is responsible for this”’— 
meaning the investigator—‘should be fired.” 

Chairman Kean. For the investigator having asked the Congress- 
man to write the letter ? 

Mr. Maustr. Yes, sir, I said, “Mr. Commissioner, only the Com- 
missioner of Internal Revenue can fire the man.” That’s all that was 
said about it. 

Chairman Kean. I think if an agent, just as Mr. King stated, told 
the story about the fact that there were 5 or 6 cars, and would it not 
be possible for 1 of those cars to be assigned to him, a great many men 
hearing that story might write the letter, and in addition saying it 
was for the best interests of the service or something similar, with 
the hope that the recipient of the letter would look twice as to whether 
this fellow should get the car or not. 

Mr. Matsie. Yes, sir. 
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Mr. Sapiak. Mr. Malsie, ordinarily you have a number of cars as- 
signed to your office ? 

Mr. Matstr. Yes, sir 

Mr. Sap_ak. When you send the men out on an investigation, do 
you tell them they are assigned to a car and tell them to take the next 
car that is available and go out and do the job? 

Mr. Maustr. No, sir; we have posts of duty. For instance, in the 
Atlanta district, we have 44 posts of duty, 44 towns and cities in the 
4States. In each of those posts of duty, if there were 2 men in the post 
of duty, there was only 1 automobile assigned to that post of duty. 
If there were 3 or 4 men there were 2 automobiles where possible, 
where we had the cars, and it is the same all the way around, and the 
special investigators, we assigned cars to them. If they were work- 
ing alone, they worked alone. If they worked in pairs, 2 of them 
would have 1 car, but the car was assigned to the post of duty and to 
the investigator. 

Mr. Sapiak. Do you have a regular pool of cars in your own garage 
at night ? 

Mr. Master. No, sir; the cars are so scarce, that we get, that we as- 
sign them and then if someone else needs one, someone in court, we re- 
assign and so forth, but they are assigned to individuals, so we can 
have responsibility for it to see that it is greased and kept in good 
shape, automobile re port of it. 

Mr. Saptak. While we still have this lull, Congressman King indi 
cated that rural letter carriers have Government-owned cars. Ordi- 
narily, I thought rural letter carriers used their own cars. 

Mr. Kine. No, I see them marked “United States mail.” Up until 
recently, you would think they would fall apart if they hit a rough 
stretch of road. 

Mr. Saptak. However, we have investigated a situation where these 
rural carriers, with their own cars, wanted more money per mile. 

Chairman Kran. Are there any other questions? Mr. King? Mr. 
O’Brien? Mr. Boggs? 

Mr. Boaes. No. 

Chairman Kean. Thank you, Mr. Malsie. 

Mr. Matsig. Thank you, gentlemen. 

oe Kean. Mr. Koehler. Will you be sworn? Will you raise 
your rig} ht hand? Do you sole mnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Korner. I do. 


TESTIMONY OF EARLE E. KOFHLER, HEAD, ENFORCEMENT 
BRANCH, ALCOHOL AND TOBACCO TAX DIVISION, BUREAU OF 
INTERNAL REVENUE, WASHINGTON, D. C. 


Mr. Tosrn. Mr. Koehler, will you give your name and address to 
the reporter for the record ? 

Mr. Kornter. Earle EF. Koehler, K-o-e-h-l-e-r. 

Mr. Tosin. And you have been employed by the Alcohol Tax Unit 
for how long, sir ? 

Mr. Koruter. I have been in the Government service in the Treas- 
ury Department since March 1, 1922 
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Mr. Topix. What is your present position, Mr. Koehler ? 

Mr. Koerner. I am head of the Enforcement Branch of the Alcohol 
and Tobacco Tax Division here in Washington, D. C., first assistant 
to Mr. Dwight E. Avis. 

Mr. Tonrn. Prior to the reorganization, your post was known as 
Assistant Deputy Commissioner, Enforcement; is that right? 

Mr. Korner. That is true, sir. 

Mr. Toprx. You have previously had experience in Washington, 
have you not é You have had previous experience in the Washington 
headquarters office ¢ 

Mr. Korner. Yes, sir 

TosBIN. And you have also served in the field asa district super- 
visor? 

Mr. Korner. Yes, sir 

Mr. Torry. What was your first service as a district supervisor ? 

Mr. Korntrr. I was transferred from Chief of the Enforcement 
Division here in Washington to district supervisor at Detroit, Mich., 
in September, 1940. 

Mr. Torrn. And you served as district supervisor there how long? 

Mr. Kornier. Until May 1946. 

Mr. Toprn. And then you were transferred ? 

Mr. Korner. Yes, sir. 

Mr. Torntn. To where? 

Mr. Kornuer. To Baltimore, Md. 

Mr. Tortn. In what capacity ¢ 

Mr. Korner. Assistant district supervisor in charge of enforce- 
ment for the Baltimore district. 

Mr. Tortn. Was that a demotion in grade as well as—— 

Mr. Korner. One grade. 

Mr. Topry. One grade demotion and a transfer from district super- 
visor to assistant supervisor ¢ 

Mr. Korner. Yes, sir; from 14 to 13. 

Mr. Torrn. What was the occasion of that transfer and demotion ? 

Mr. Kornter. Mr. Fred Beltz, whom I succeeded in the Detroit 
area, returned from the Navy and he was sent back to Detroit and I 
was sent to Baltimore. 

Mr. Tontn. Mr. Beltz was restored to his post because he had left 
the 

Mr. Korner. He had returned to his original position. 

Mr. Torry. Thereafter, after you had been transferred to Baltimore, 
did the post of district supervisor in Seattle become vacant ? 

Mr. Korner. Yes. 

Mr. Tornrx. Had you previously served in the Seattle district? 

Mr. Korner. Yes, sir. 

Mr. Torry. In what capacity ? 

Mr. Koruurr. I had worked as a fieldman in all of those States and 
I had been agent in charge while we were under the Department of 
Justice for Washington and Oregon. 

Torry. So that not only had you had experience in the Seattle 
district, but you had had previous experience for some years as a 
district supervisor, and your grade at the time you were in Baltimore 
was the same as the grade for the district supervisor in Seattle; is 
that right ? 

Mr. Kornuer. Yes, sir; it was. 
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Mr. Tosrn. That was grade 13? 
Mr. Korner. Grade | 13. 

Mr. Tourn. When the Seattle vacancy came about, was that matter 
discussed with you by Mr. ‘ee ¢ 

Mr. Koruxer. I first asked to see Mr. Mealey about it; yes, sir. 

Mr. Tosi. And you asked him for an ap pointme nt ? 

Mr. Koruter. I asked him if I would be considered to go back to 
what I termed my home district. 

Mr. Tosry. What did hesay? 

Mr. Korner. He told me that, as far as the Department was con- 
erned, I would be the man that was selected for the position, but he 
was afraid it was going to take more than that. 

Mr. Tozsin. What did he mean by that 2 

Mr. Kornzer. He indicated that there was some political pressure 
be Ing put on for the position. 

Mr. Torry. And did he advise you that, if you wanted the post, you 
would have to do the same? 

Mr. Kornter. Not at that particular time, but just a few days later, 
he did call me from Baltimore to Washington and indicated that 
there were some endorsements for another man. 

Mr. Tosix. And what did he say to you at that point? 

Mr. Koreuter. He indicated that if I could get any support for the 
position that it would be necessary for me to do so. 

a Tostn. Did he say in substance and in effect that the man who 
vets there firstest with the mostest weal get the job? Is that it? 

te Korner. Yes, he did. 

Mr. ‘Tosrn. And so you then set out to be the firstest; is that right? 

Mr. Korner. No, I really didn’t myself, sir. I did have some 
friends in Seattle and I made contact with some of —_— people and 
I understand there were a number of endorsements by the various 
State political organizations requesting my return to that district. I 
myse 1f did make no personal contacts with anyone in a political posi- 
tion, but there were contacts made and I do not know of all the action 
taken, exce] tin o that I didn’t eet the job. 

Mr. Topin. In any event, sir, Mr. Mealey told you that you would 
have to have endorsement if you wanted to get the job. 

Mr. Korner. That is true. 

Mr. Torin. And for the first time in your career, you proceeded to 
try to do that ? 

Mr. Koru.uer. First and last. 

Mr. Tosrn. And was contact made with Mr. Wallace of the State 
Democratic Committee in Oregon ? 

Mr. Kornurr. Yes. Mr. Lew Wallace is a personal friend of mine. 
He’s in the insurance business. He was attached to the State Demo- 
cratic Committee. In fact, I believe he was acting chairman at that 
time. I’m not sure. 

Mr. 'Tostn. And did he try to help you ? 

Mr. Koruter. Yes, he did. 

Mr. Tostn. The records of the Alcohol Tax Unit, Mr. Koehler, 
disclose that on December 5, 1946, Mr. Mealey sent the following 
memorandum to Mr. Lynch: 

Attached are two telegrams, dated November 19 and 22, 1946, from Mr. Lew 


Wallace, Democratic national committeeman for Oregon, endorsing Mr. Earle 
E. Koehler, assistant supervisor, enforcement, Baltinrore, Md., for the position 
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of district supervisor, Seattle, Wash., made vacant by the recent death of Mr. 
William R. Woods, Jr. 

Mr. Koehler’s appointment to the position of district supervisor, Seattle, Wash., 
was given every consideration. However, Mr. Harold M. Charlton, an official 
of the Seattle district, has been selected for the position. 

Chairman Kran. That is not one of the telegrams? 

Mr. Torn. This is Mr. Mealey’s transmittal of the two telegrams 
which I was about to read. 

Chairman Kran. They went from Mr. Mealey to Mr. Lynch? 

Mr. Torin. This Mr. Lynch is the John E. Lynch who was head of 
the Personnel Division at the Bureau. 

The first telegram, dated November 19, 1946, is addressed to Hon. 
Joseph D. Nunan, Commissioner of Internal Revenue, Washington, 
D. C., and reads as follows: 

Nancy Robinson, Democratic national committeewoman, and myself unquali- 
fiedly recommend Earle Koehler, of Baltimore, Md., as supervisor, Alcohol Tax 
Unit, for this district, Seattle, Wash. We recommend him because of his pre- 
vious experience and unquestionable ability in handling the position. I have 
known Koehler intimately for years and recommend him personally to you for 
this position. 

Lew WALLACE, 
Democratic National Committeeman for Oregon. 

The other is dated November 22, 1946, Portland, Oreg., addressed 
to Mr. Mealey: 

We have wired our endorsement of Earle Koehler for district supervisor, 
Seattle, Wash., to Robert E. Hannegan. 

The files of the Bureau also disclose, Mr. Koehler, that on December 
4, 1946, the Secretary of the Treasury received an endorsement of you 
from Congressman Mansfield. 1s that the extent of the support you 
were able to get? 

Mr. Korner. To be honest about it, I do not know all the tele- 
grams that were or were not sent in my behalf. 

Mr. Torin. After these telegrams and letters had come in, did you 
discuss the matter further with Mr. Mealey ? 

Mr. Koenter. Yes. 

Mr. Torry. What did he tell you ¢ 

Mr. Korner. He told me that the appointment had been made 
appointing Mr. Charlton. 

Mr. Torry. And did he tell you why Mr. Charlton had been 
appointed ? 

Mr. Korner. He indicated it was out of his hands and the decision 
was made across the street. 

Mr. Torin. What did he mean by “across the street” ? 

Mr. Kornter. Well, I don’t know. I took the inference that it 
wasn’t made in the Bureau of Internal Revenue building at least. 

Mr. Tortn. Did he state to you that you had failed to get the right 
endorsement ? 

Mr. Kornuer. Yes; I think there were words to that effect, that 
there was support for me but I did not have—apparently, the decision 
had been made and a commitment made and it was impossible to send 
me out there. 

Mr. Torry. Did he indicate whose endorsement was decisive ? 

Mr. Koenter. I believe he did, but I’m not too sure. The conver- 
sation was to the general effect, Mr. Tobin, that someone in the State 
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of Washington had received a commitment concerning Mr. Charlton’s 
appointment. 

Mr. Torrn. Someone in the State of Washington had been assured 
that Mr. Charlton would get the job? 

Mr. Koeuter. Yes, sir. Just who that person was I’m not too sure 
of, but it was either the Governor or the Senator of the State. At 
least, I got the impression, but I do not know about that. 

Mr. ‘Vonin. Mr. Koehler, a memorandum in Mr. Mealey’s persona] 
file showing it was addressed by him to the then Commissioner, Nunan, 
in November 1946, reads as follows: 

There is a vacancy as district supervisor in the 15th district of the Alcohol 
Tax Unit, with offices at Seattle, Wash. The district is composed of the States 
of Washington, Oregon, Idaho, Montana, and Alaska. The position is grade 
CAF-13, salary from $7,102.20 to $8,059.80 per annum. 

The following present employees of the Alcohol Tax Unit have applied for 
the position, and attached herewith you will find a summary of their services 
with this unit. 

Harold M. Charlton. Present grade CAF-9, at $4,776.60 per annum. Endorsed 
by United States Senator Warren G. Magnuson, State of Washington; the 
Oregon Liquor Control Commission, Mr. T. R. Conway, the administrator; 
Richard R, Nacy, executive vice chairman, the Democratic National Committee; 
and Congressman Horan, Republican, from Washington State. 

Earle E. Koehler. Present grade CAF-13, at $8,059.80 per annum. Endorsed 
by Lew Wallace, Democratic National Committeeman for Oregon; Lester H 
Loble, chairman of the Democratic State Central Committee of Montana; Nancy 
Robinson, Democratic National Committeewoman for Oregon; and Congress 
man Jackson, of Washington State. 

Thomas F. Murphy. Grade CAF-8, $4,525.80 per annum. Endorsed by United 
States Senator James bk. Murray, of Mont: ana. 

John L. Lang. Grade CAF-—7, $3,640 per annum. Endorsed by Edwin M. 
Connelly, judge, supreme court, Olympia, Wasb. 

I would appreciate it if you would indicate whom you would like to recom- 
mend for this position. I will then be in a position to proceed with the proper 
applications. 

As far as the records of the Bureau disclose, the only information 
submitted by the Deputy Commissioner to the Commissioner when this 
appointment was mz ide was the name, present grade, and present post 
of duty of each of the five people and their political endorsements. No 
mention was made of the experience or qualifications of any of the 
five. Would that be in line with the way you understood the appoint- 
ment was made? 

Mr. Korner. No; I was under the impression that there was no 
outside influence necessary; that I would be given the job by Mr 
Mealey on my past record, 

Mr. Torntn. Did Mr. Mealey tell you that? 

Mr. Kornirr. I would be given ‘the position on my past record. 

Mr. Torry. Did Commissioner Nunan tell you that? 

Mr. Korner. I didn’t know any other elements to obstruct that. 

Mr. ‘Torin. Did Commissioner Nunan discuss this with you him- 
self ? 

Mr. Kornrer. At a later date, after the appointment had been made 
to Mr. Charlton. 

Mr. Tostn. What did he say? 

Mr. Korurer. I was called over to Washington from Baltimore by 
Mr. Mealey who took me to Mr. Nunan’s office, who was then the Com- 
missioner, and he had an appointment on his desk for the position of 
field examiner for the State of New York and he indicated that he 
would be in a position to name me field examiner for the six west-coast 








474 INTERNAL REVENUE INVESTIGATION 


States the same as the appointment that he had on his desk, as he felt 
that I got a little rough deal on the matter of the district supervisor- 
ship at. Seattle, Wash. 

Mr. Torstn. Did you take that a 

Mr. Korner. I thanked him, but declined and told him that I felt 
I could do a better job for the Government and myself by sticking to 
a field that I had spent 25 years in, law enforcement, and that I wasn’t 
that homesick, so I stayed. 

Mr. Torry. Thereafter, Mr. Koehler, were you subsequently ap- 
pointed again as district supervisor in Detroit ? 

Mr. Korner. Yes, sir; I was. 

Mr. Tosin. In connection with that appointment, was it necessary 
for you to obtain endorsements ? 

Mr. Korner. No, sir. 

Chairman Kean. When did that appointment come through ? 

Mr. Korner. That was September 1949. 

Mr. Tonrn. When was that date, Mr. Koehler? 

Mr. Korner. I believe I went back to Detroit in 1949. 

Mr. Tosry. Do you recall when, in the fall? 

Mr. Korner. It was in the fall. 

Mr. Tosin. On July 20, 1949, Mr. Mealey recommended to Mr. 
Schoeneman that you be appointed to the post of district supervisor 
in Detroit and he stated that he had only one other applicant for the 
position, this applicant being endorsed by Mr. Robert Moore, of the 
Democratic National Committee, a Mr. Toler. However, he pointed 
out that Mr. Toler was only a grade CAF-7, and it was doubtful if the 
Civil Service Commission would consider promoting him to a CAF-14, 
and thereafter you were appointed. 

Mr. Koehler, prior to the appointment of Commissioner Nunan in 
1944, was the matter of politics of vital concern to Alcohol Tax Unit 
employees ¢ 

Mr. Korner. No, sir; it was not. 

Mr. Tosry. And at the present time, is it a matter of concern in the 
division ? 

Mr. Kornter. It is not, sir. 

Mr. Toprn. And that has been so for a year or so? 

Mr. Korner. It has. : 

Mr. Tosin. So that this matter of*political endorsements being 
crucial to one’s career has only been in effect since about 1944? 

Mr. Korner. Or a little later; yes, sir. 

Mr. Tosrn. And that practice has been discontinued within the 
past year ‘ 

Mr. Koruter. That is true. 

Mr. Tostn. That is all. 

Chairman Kran. Since Commissioner Mealey is out of office ? 

Mr. Koruter. I have had no cases come to my attention, sir. 

Chairman Kean. Since Commissioner Mealey is out of office? 

Mr. Korner. That’s right. 

Chairman Kean. And since Mr. Schoeneman is out of office? 

Mr. Korner. More particularly since Mr. Nunan and Mr. Bolich 
have left. 

Chairman Kran. Mr. Bolich? 

Mr. Kornter. Yes, sir. 
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Chairman Kran. But after this committee started its work? 

Mr. Koruier. I'm not sure of that, but I think it about coincides, 
sIr. 

Chairman Kean. Are there any other questions / 

Mr. Saptak. I have two questions. 

Mr. Koehler, I understand that the \ keep efficiency records in all 
of these field offices. For what purposes would they keep them ? 

Mr. Korner. It is part of the gene cal setup to determine the fitness 
and abplity and qualifications of their personnel. 

Mr. Saptax. In your opinion, are they ever used in consideration 
of granting promotions ¢ 

Mr. Kornurr. They certainly are. 

Mr. Saptak. Up to what grade? 

Mr. Korner. Well, I have been promoted to district supervisor 
from a lowly undercover field agent and I have always been happy to 
feel that I got it on merit, so I surely think they would have some 
be ring on it. 

Mr. ‘Sani AK. a understand that they have two types of efficiency 
records. I also believe that I recall in previous testimony that they 
did not seem to have very much value; that you had 5 categories at 
| time and now you only have 2 categories. 

Mr. Koruuer. Well, I'll attempt to describe them. I will say that 
unless a person is familiar with efliciency reports, it is a little hard to 
deseribe, but in the official approved eivil-service form of efliciency 
reports there are some 25 or 30 elements that may be rated, and that 
form is intended to cover all types of positions, so that as the various 
positions and grades are established, then there is a determination 
made as to what particular elements would apply to the various grades. 

Mr. Saptak. Answer this, Mr. Koehler: Does one remain in the 
district office and is there a different one submitted here to Wash- 
ington ¢ 

Mr. Korner. Yes; that’s right 

Then there is a departme nts il or a Bureau efficiency form that has a 
little more to dlo with the particular specialties of the particular posi- 
tions and they are also used merely as a housekeeping or a considera 
tion of the particular qualifications of the particular jobs on a little 
closer analysis, ] would say, than the general form used. 

Mr. Saptak. Would it be a statement of fact that these records 
merely indicate the productivity of an agent or employee and nothing 
else 4 

Mr. Kor rym No: they are not based on productivity ~and I might 
qualify that by saying that there could be certain types of posi itions 
that would depend on quantity rather than quality of work. Then 
there would be some underlined elements on the qu: antity rather than 
the quality of the work. By underlined, I mean that would be the 
deciding factors for the final adjective rating established. 

Mr. Sapiak. How often are these ratings made, every 5 months, 
every 6 months, or what ? 

Mr. Korner. They are now made once a year. They used to be 
made more often 

Mr. Sapiax. And how many recommendations or categories do 
they consist of at the present time ? 

Mr. Korner. Just recently there are only two. 
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Mr. Sapuax. Is that “satisfactory” or “unsatisfactory” ? 

Mr. Kornter. That’s right. 

Mr. Sapiax. Nothing else? 

Mr. Koruter. That is on the one general form. On the Bureau, 
what we call the Bureau work form, we still use 4 or categories, from 
un nitiatenters.” ‘fair.’ “good,” “very good,” “excellent,” and “out- 
standing,” to give us a better understanding of the difference between 
a fair man and a good man, let us say. 

Mr. Sapiaxk. It has struck me from all this testimony that despite 
the fact that these efficiency records have always been maintained, 
when they get up toa siadcor level they are completely disregarded 
and political influence is the deciding factor, not the efficiency records. 
Would that be a true statement ? 

Mr. Koruter. Unless we limited that to certain periods of time, I 
would say that that has some bearing on it. By that I mean some of 
the key positions in recent years they have been discussing. It’s very 
apparent that the efficiency rating had nothing to do with certain 
positions. On the other hand, it has been many, many years, and I 
have seen thousands of people promoted when very careful considera- 
tion was given to the efficiency report. 

Mr. Sapiax. It is your belief, however, that the efficiency reports 
are pretty much just as you have testified ? 

Mr. Korner. They were for awhile. I haven’t noticed it recently. 

Mr. Sapuak. That is all. 

Chairman Kean. Are there any other questions ? 

The committee stands adjourned until 10 o’clock, Tuesday morning. 

(Whereupon, at 11:45 a. m., Friday, March 6, 1953, the hearing was 


Ko 


adjourned, to reconvene at 10 a. m:?, Tuesday, March 10, 1953. 
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TUESDAY, MARCH 10, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON THE ADMINISTRATION OF THE INTERNAL 
Revenve Laws or tue Commirree oN Ways AND Means, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Kean, Byrnes, Sadlak, King, O’Brien, 
and Boggs. 

Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel; and Arthur J. Schissel, attorney. 

Chairman Kran. The subcommittee will come to order. 

Mr. Whisenhunt, will you raise your right hand? Do you solemnly 
swear that the testimony that you are about to give will be the truth, 
the whole truth, ang nothing but the truth, so help you God? 

Mr. WuiseNuHuNT. Yes, sir. 


TESTIMONY OF GEORGE H. WHISENHUNT, INVESTIGATOR, ALCO- 
HOL AND TOBACCO TAX DIVISION, FLORENCE, S. C. 


Chairman Kean. Mr. Whisenhunt, will you give your name and 
address to the reporter for the record ? 

Mr. Wuisenuunt. George H. Whisenhunt, investigator, Alcohol 
and Tobacco Tax Division, Florence, 8. C. 

Mr. Tosrn. Mr. Whisenhunt, let me spell your name for the record. 
Is that W-h-i-s-e-n-h-u-n-t ? 

Mr. Wutsenuunt. Correct. 

Mr. Torstn. Mr. Whisenhunt, in the past week or two the subcom 
mittee has been conducting hearings relative to the Atlanta District 
of the Alcohol Tax Unit. During the course of those hearings we have 
had testimony from two former district supervisors and one former 
assistant district supervisor, to the effect that on several oceasions 
recommendations were made for your transfer for disciplinary or 
other reasons, and that on each of these several occasions, transfers 
were held up because of pressure which you were able to bring to bear 
on the Aleohol Tax Unit headquarters in Washington. It is because 
of that testimony that we have asked you to appear here today. 

First of all, let me ask you: Have you ever been transferred from 
Florence, S. C.? 
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Mr. Wutsenuunt. Sir, before | answer your question, may I state 
to the committee and to all present that I was called up here before 
the Kean committee. I didn’t know why I was called until I got 
here, and I have not had a chance to consult my records. I brought 
a few things slong with me in anticipation, and the nature of this 
hearing, of course, | had no way of knowing. I will try as best I can 
to answer the wetetions frankly and honestly, to the best of my mem- 
ory. I might say that my memory isn’t perfect and I’m not perfect, 
yut I will try to answer your questions as well as I can, but the people 
preferring these charges, may I have their names? 

Mr. Tourn. Mr. Whisenhunt, if you will just answer the questions 
to the best of your ability, that is all the subcommittee will ask you. 

\\ il] you read the quest ion, please, Mr. Reporter. 

(‘The record was read by the reporter, as follows :) 

“First of all, let me ask you: Have you ever been transferred 
from hk lorence, Ss. C 

Mr. Wuisenuunt. The answer is “No.” 

Mr. Tosrn. On some occasions, Mr. Whisenhunt, were you advised 
that you were about to be transferred from Florence, 8S. C.?¢ 

Mr. Wuisenuunt. No, sir; not ee: I have only received 
notice of one transfer in my life that I didn’t take, and that was one 
to Alabama. ‘That was the only one that I have ever received notice 
of transfer that I didn’t take. 

Mr. Tortxn. What is this unofficial notice of transfer? 

Mr. Wuisennunt. That would be just rumors, sir. 

Mr. Tosrn. Delivered to you by your superiors / 

Mr. WHIsSENHUNT. No, s 

Mr. ‘Torin. So that aed! lise is that only-on one occasion in 
your careel have you been ollicially notified by the Bureau or unof- 
ficially notified by your superiors, that your transfer out of South 
Carolina was contem] 

Mr. Wutsenuount. Only once that I know of, that I received notice 


} 19 
yarced ¢ 


of offi ial transfer. 

Mr. Tosin. And when was that? 

Mr. Wutsennuiunt. I do not remember the year, sir, but it was 
between 1940 and 1945, as well as I remember. It was prior to 1946. 


Mr. Topsrn. Prior to 194 

Mr. Wutsennunr. Prior to 1946 and I'd say after 1940, in that 
neighborhood. I don’t remember the date, but it was to Alabama, 
and the records will show. 

Mr. Tosrxn. Why were you being proposed for transfer to Alabama; 
do you know ? 

Mr. Wutsenniuntr. No, sir; but I asked Mr. Nollie Robinson, the 
investigator in charge for the State of South Carolina. 

Mr. Tornrn. What did he tell you? 

Mr. Wuisenuunt. When I received notice in the mail I ealled 
Mr. Robinson up over the phone and asked him if I may come to 
Columbia and discuss this transfer with him. His answer over the 
»yhone was it wouldn’t do any good, but that I could come if I wished. 
1 did go. When I reached his office 1 was told by him that he under- 
stood that I had been trving to get his job and that South Carolina 
wasn't large en ugh for the two of us, and he had therefore requested 


} 


mv transfer and as far as he was concerned, I was transferred. 
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Chairman Kean. You were trying to get his job? Is that what he 
said ¢ 

Mr. Wiuitsennunt. That was his answer to me. 

Mr. Torin. Prior to the notice to you of this transfer, had you 
been at that time the subject of investigation by the Bureau of In- 
ternal Revenue / 

Mr. WHiIseNnuUNT. Sir, I have had a number of investigations since 
coming into the service, and may I classify them briefly ¢ 

Mr. “Tor IN. We will come to those i in due course, Mr. Whisenhunt. 

I asked you if, prior to this transfer you had been the subject of in 
vestigations by the Bureau. 

Mr. Wuitsenniunt. I had been investigated several times 

Mr. Torin. Prior to this transfer had you been the subject of in 
vestigation by the Bureau 4 

Mr. Wuisenuunt. I had been under investigation before this; yes, 
sir. 

Mr. Torrn. And to your mind did the results of that investigation 
have anything to do with your p roposed transfer to Alabama ‘ 

Mr. Wuisenuunt. I think, sir, it did. 

Mr. Tonrn. And what did you do after Mr. Robinson told you that, 
as far as he was concerned, you were on your way to Al; abama ¢ 

Mr. Wuisennunt. I don’t recall exactly what I did except that I 
had reached the conclusion it was not for the good of the service and 
I requested, as well as | can remember, from Mr. Berkshire, the head 
of the Alcohol Tax Unit in Washington, an investigation to determine 
whether or not it was for the good of the service. 

Mr. Tosnin. You had determined that it would not be for the or 
of the service to have you transferred and therefore you asked the head 
of the Alcohol Tax Unit in Washington—— 

Mr. Wuisenuunt. Mr. Stewart Berkshire. 

_ Tosrn. To make, on your behalf, an investigation as to whether 

‘not it would be for the good of the service ? 

ars Wuisenuunt. To determine whether it was for personal preju 
dice or for the good of the service. 

Mr. Tosrn. Did you at the same time seek to obtain outside support 
to prevent this transfer ? 

Mr. Wuitsenuunt. I may have conveyed the impression to some 
Members of Congress—I don’t remember which—that I thought I was 
being persecuted and transferred for personal reasons, and not for the 
good of the service. 

Mr. Tosrn. Mr. Whisenhunt, is there any doubt in your mind as to 
the authority of the Deputy Commissioner to transfer you if he wishes 
to do so? 

Mr. Wuisenuunt. Certainly I have had transfers, sir. 

Mr. Tosrn. Is there any doubt in your mind that the Deputy Com 
missioner in charge of the Alcohol Tax Unit has the authority to trans 
fer you from one State to another ? 

Mr. Wuisenuunt. There is not any doubt. 

Mr. Tosrn. Is there any doubt in your mind that he is free to do so 
even if the transfer is not agreeable to you? 

Mr. Wuisenuunt. Certainly that is so. 

Mr. Torry. Is there any doubt in your mind that he was free to do 
so in this case ? 

Mr. WuHIsenuHUNT. Yes, sir; he did not do it. 
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Mr. Tosrn. I asked you whether there was any doubt in your mind 
that Mr. Berkshire had authority to order this particular transfer? 

Mr. Wuisenuunt. There is no doubt; had he ordered my transfer, 
I would have taken it. 

Mr. Tortn. In fact, he had ordered your transfer? 

Mr. Wutsennunt. Well, I don’t know whether Mr. Berkshire knew 
about it. He may have. I don’t know just what he knew, but I received 
the notice of the transfer. 

Mr. Torry. Your notice came from the district supervisor of the 
Alcohol Tax Unit; did it not? The notice to you ordering you to go 
from South Carolina to Alabama came from the district supervisor 
at Atlanta; is that right? 

Mr. Wuisennunt. I don’t recall, except naturally it would have 
come through him, in my opinion. I don’t recall. 

Mr. Tostn. And the State of Alabama was in the Atlanta district; 
was it not? 

Mr. WuHisEnHUNT. Yes, sir. 

Mr. Torin. Would not the district supervisor be within his au- 
thority to transfer one of his men within his district, even against the 
wishes of the man transferred ? 

Mr. WuIsENHUNT. Yes, sir. 

Mr. Tosry. But in this case when Mr. Hearington ordered you 
transferred, you felt that Mr. Berkshire, the head of the entire Unit, 
should make an investigation before your transfer ? 

Mr. Wutsennunt. May I quote Mr. Hearington on this? 

Mr. Torry. Certainly. 

Mr. Wuitsennunt. Mr. Hearington told me that he was not asking 
for my transfer, that Mr. Robinson was. 

Mr. Tortn. Even assuming that to be the case, Mr. Whisenhunt, in 
any event 

Mr. Wuisenuunt. May I interrupt? He suggested that I take the 
matter up with Mr. Robinson. 

Mr. Torry. Mr. Hearington suggested that you take the matter up 
with Mr. Robinson ? 

Mr. WuisennuntT. Yes, sir. 

Mr. Tortn. Mr. Whisenhunt, on October 8, 1941, a letter was sent 
to you by Mr. Hearington, which I would like to read to you. The 
letter refers to a long-distance telephone call made by you to him 
concerning your transfer from Florence, S. C., to Tuscaloosa, Ala. 
You had apparently made the call collect and Mr. Hearington felt 
that it was a personal and not an official call, and he refused to pay 
for the telephone call. 

Then he stated in his letter: 





As relates to your transfer, I repeat that you are as much subject to transfer 
as other investigators stationed in the district, and since it is the consensus of 
opinion of all your superior officers that you should be transferred to Tuscaloosa, 
Ala.. for the good of the service, insofar as I am concerned, you are absolutely 
and positively transferred. You are instructed to refrain from annoying this 
office, either directly or indirectly, with this matter. You, having been in the 
United States Marine Corps, know what orders are and know what to do with 
them. You have your orders—you should execute them. 


This letter is dated October 8, 1941. 

Chairman Kean. Signed by whom? | ‘ 

Mr. Tostry. W. G. Hearington, District Supervisor, Alcohol Tax 
Unit. 
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What did you do after you got this order in writing, apparently 
confirming a previous order of your superior, directing you to go to 
Alabama? 

Mr. WHIiseNuUnT. Sir, I may have gotten the letter, but I do not 
recall that letter. I may have gotten it, , but I don’t recall it. 

Mr. Torin. In any event, did you—— 

Mr. Wuisenuunt. Let me state about a collect call. The only time 
I recall having called Mr. Hearington collect was about a check and 
I had to pay for that. I do not recall. I may have called him this 
time—I won't say I didn’t 

Mr. Torry. According to the records of the Alcohol Tax Unit, Mr. 
Whisenhunt, this letter was sent to you— 

Mr. Wuitsennount. I may have gotten, it, sir. 

Mr. Torin. This letter, dated October 8, 1941, ordered you to report 
without delay to Alabama. The following day a telegram was re- 
ceived by Mr. Stewart Berkshire, then head of the Alcohol Tax Unit, 
from United States Senator E. D. Smith, stating: 

I wish to vehemently protest the proposed transfer of George Whisenhunt and 
J. C. Jenkins from South Carolina to other States. You will recall my previous 
interest in Whisenhunt. He is undoubtedly one of your best men as his reeord 
will show. He owns his home here and has an ill wife and three children to 
support. He is established here and has made many friends for the Department 
throughout this section. Whisenhunt cannot accept the transfer and | will 
consider it a very personal favor if you will contact Atlanta and see that his 
orders are withdrawn. Please advise me here as I will be here for several days. 





Did you solicit Senator Smith with reference to this transfer ? 

Mr. Wuisenuunt. I don’t recall ever having talked to Senator 
Smith in person, sir, in my life. I may have, but I do not remember, 
but I did talk with Alfred Lawton, who worked in his office. 

Mr. Tostn. And you contacted Senator Smith’s office to protest this 
transfer ¢ 

Mr. Wutsennunt. No, sir. Let me answer it this way: I told Mr. 
Lawton that I had received a transfer which I thought was for per- 
sonal prejudice and not for the good of the service, and I had requested 
Mr. Berkshire to make an investigation to determine whether I was 
right or wrong, and I don’t know ‘what was done. I am not familiar 
with any action taken. 

Mr. Torin. In any event, the transfer did not go through; is that 
right ? 

Mr. Wuisenuunt. Mr. Berkshire did not transfer me. 

Chairman Kean. Was Mr. Lawton in the Senator’s office ? 

Mr. Wuitsenuunt. He was in the Senator’s office. 

Chairman Kran. In Washington? 

Mr. WutsENuHUNT. Well, he lived in Florence, sir. 

Chairman Kean. Was he a personal friend of yours? 

Mr. Wuisenuunt. Yes, sir; I would say so. I know him well. He 
isa friend of mine. I might call him a personal friend. I have known 
him for years. 

Chairman Kran. And he worked in the Senator’s office there and 
in Washington, both? 

Mr. Wuisenuvunt. Yes, sir; he did. He was a secretary, as I under- 
stood it. 

Mr. Tortn. Mr. Whisenhunt, every time a transfer like this is 
ordered by the Bureau, which is disagreeable to the employee con- 
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cerned, do you feel that the Aleohol Tax Unit is obligated to make an 
investigation of it 

Mr. Wutsennunt. Mr. Tobin, may I object to your question, because 

nly once have I ever been requested to transfer. 

Mr. Torry. With respect to this transfer, which was disagreeable 
to you, you felt that you had a right to ask the Deputy Commissioner 
to make an investigation ? 

Mr. Wuisenuunrt. I felt that I should appeal to him; yes, sir. 

Mr. Torry. Is it your feeling that employees gener: ally are free to 
question their orders for transfer and to seek outside help to block 
those orders, when the x do not want to obey them ? 


Mr. WuisennuvunNT. ay ny using any outside help. T appealed to 
the man in charge in the Aleohol Tax Unit, which I thought I had the 
right to a 

“Mr. Torry. Was Senator Smith in the Aleohol Tax Unit? 


Mr. Wutsennvunt. I did not appeal to Senator Smith. 

Mr. Torrn. Was this the first time that vou had contacted Senator 
Smith’s office with respect to your career in the Bureau ? 

Mr. Wuisenuunt. No, sir: I talked with Mr. Lawton in 1933. 

Mr. Torry. In 1933, Mr. Whisenhunt, vou were the subject of an 
investigation by the Bureau; were you not? 

Mr. Wutsenuunt. Well, let me answer it this way, sir: I was let 
out of the service on December 10, 1933. and I was told by Mr. Walter 
Metz in Charleston—I asked Mr. Lawton first—to find out—the orders 
read “dropped from the se of the Department on December 10, 
without prejudice.” The "eX -ords should show that, and J told Mr. 
Walter Metz in Chiawhdabon, and Mr. Walter Metz, through, I under- 
stood—he told me that he found out from Mr. Tom McMillan that I 


was not dropped out of the service for reduction in force, that it was 


> 
) 
> 
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because of voting in the general] election. 

Mr. Tosty. What was that answer? 

Mr. Wuisenuunt. Because I voted for Mr. Hoover, is what I 
understood. 

Mr. Tostn. The presidential election in 1932, in which you voted 
for Mr. Hoover was in November of 1932. Five months previously 
you had been dismissed from the service, according to the records 
of the Bureau of Internal Revenue, for the reason that you had failed 
to qualify as the result of a character investigation made of you. 
Because of the date of that investigation, it would not appear that 
your vote in the presidential election was involved. 

Mr. Wuitsenuount. May I answer that? 

Chairman Kran. Go ahead; yes. 

Mr. Wuisenuunt. I was ordered to work in the civil service, that 
[ passed the examination. My investigation was made later. While 
this personnel investigation was being made, some statements were 
given which held up my certification, and I came to Washington and 
asked for a hearing on the matter, before the Solicitor’s Department 
Agriculture. The Solicitor in the hearing cleared me and called the 

‘ivil Service Commission and told them so and gave me a letter of 
and then I was ordered back to work. 

Mr. Torin. In the course of this difficulty that you had in the early 
thirties, with the Bureau of Internal Revenue or its predecessor 
agency, did you call on Congressmen and Senators from South Caro- 
lina for assistance ? 
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Mr. Wuisenuunt. I do not recall having done so. 

Mr. Tosrx. Do you think you might have? 

Mr. Wutsenuunt. I don’t think I did, sir. I may have, but I don’t 
think so. If I did, I was asking that I be given a hearing, but I don’t 
recall having done so. I may have, though, but I don’t remember. 

Chairman Kran. Mr. Whisenhunt, let us check up a little on the 
question of dates. It has been stated you were in the Marine Corps. 

Mr. Witsenununt. Yes, sir. 

Chairman Kran. You were an oflicer in the Marine Corps? 

Mr. WuisennuNt. I was an officer in the Marine Corps in World 
War I. 

Chairman Kran. Then when did you first go to work for the Gov- 
ernment 

Mr. Wuisenniunt. After leaving the Marine Corps in 1919 I went 
back to my farm, sir, and farmed, until 1931, when I entered the 
Sureau of Prohibition and was subsequently transferred over to the 
Aleohol Tax Unit. 

Chairman Kran. This was in 1931, did you say ? 

Mr. Wuitsennuunt. 1931. 

Chairman Kean. When you came back from the service you were in 
a private business of your own ? 

Mr. Wuisenununt. Yes, sir. 

Chairman Kean. And in 1931 you first were employed by the Gov- 
ernment; is that right? 

Mr. Wuitsenuunt. Yes, sir. 

Chairman Kran. In the Bureau of Prohibition, which was the pred- 
ecessor of the Aleohol] Tax Unit? 

Mr. WuIsenuunt. That is correct. 

Mr. Torin. I would like to go to these dates also, a bit, Mr. Whis- 
enhunt. 

On June 6, 1932, the Civil Service Commission advised that your 
application would be rejected on the basis of a character investigation 
made of you. 

On June 18, 1932, you were dismissed from the service without 
prejudice, for that reason. 

On June 24, Senator Byrnes from South Carolina, wrote a letter 
to the Director of Prohibition asking the reasons for your dismissal, 
and thereafter, in December of 1932, your name was restored to the 
eligibility list by the Civil Service Commission, and in February of 
1933, you were reinstated as investigator in South Carolina. 

Thereafter, for a brief period you were dropped from the rolls, 
due to a reduction in force, and I believe it is the occasion of that de- 
parture of yourself from the service that you were referring to when 
you said that was caused by your having voted for President Hoover. 

Mr. Wuisenununt. The records may show, but I deny that I was 
dropped from the rolls for a reduction in force, because they let o 
half of the men in July of that year and half of the remaining h: lf i in 
August, and while the records may show that, the information to me 
was to the contrary. 

Mr. Torrn. In any event, Mr. Whisenhunt, the records of the 
Bureau of Internal Revenue do indicate that on December 7, 1933, vou 
were dropped from the rolls on the basis of a reduction in force and 
2 days later a letter was received by the Assistant Prohibition Director 
from Congressman Thomas McMillan of South Carolina, certifying 
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that you were, among other things, a Democrat of the first order, and 
that you should be retained in the service. 

Thereafter, 2 months after, in February 1934, you were reinstated 
on the rolls of the Department as investigator. 

Chairman Kran. Mr. Whisenhunt, as to this question of reduction 
in force at that time, was that not largely a method by which they 
wanted to revise the status of this Bureau and be sure that those 
who were employed by the Bureau were of the party that was then 
in power? I mean the reduction in force was not needed, because 
they needed fewer people, was it? Was it a question of method of 
changing over, first, with a reduction in force, and then adding back 
on the force the people that they figured were satisfactory to them 
politically? Is that correct? 


Mr. Wuisenuunt. Mr. Kean, may I just say what I know about it, 
if you don’t mind? 

The notice that I got said “dropped from the rolls, December 10, 
without prejudice. ” That was all that I had and I thought it rather 
unusual that I should be let out by myself December 10, when prior 
to that the reductions in force had been made, and they were hiring 
new men and I was told by Mr. Walter Metz who is living in Charles- 
ton today, and is an outstanding citizen—nobody would question his 
integrity one way or the other—Mr. Metz said I was let out because 
they thought they wanted some deserving Democrats for my place. 

That's what pe told me, sir. I don’t know. I know that I was re- 
instated, but I didn’t talk with any Congressman about it, except 
this: I was asked by Mr. Metz to come to Washington and stop by 
Mr. MeMillan’s office, a would tell me whom to report to, and I did 
stop by his office, the first time I met him, and he gave me directions 
to go over to the Department ef Justice, and I don’t recall whom I 
talked to, but as well as I remember it was an assistant in the Depart- 
ment of Justice and he asked me to say at that time that “If somebody 
asks you why you were let out, you say ‘for reduction in force’.” 

I said, at that time, “Sir, I he ype they won't ask me, because I won’t 
be able to answer it like that.’ 

Mr. Tosrn. Had you solicited these letters in your behalf from 
Senator Byrnes and Congressman McMillan? 

Mr. Wuisennunt. Well, if you would consider the facts that I 
registered, the fact that I thought that I was not being properly 
handled or treated, if that was considered soliciting, I probably did, 
but that answers it, I think. 

Chairman Kran. And Mr. MeMillan at that time was the Con- 
gressman in the area—— 

Mr. Wutsennunt. Not in my area. 

Chairman Kean. He was not in your area? 

Mr. Wuisenuount. No, sir. It was football friends of mine, people 
I played football with, that went to Mr. Metz. As well as I remember, 
Mr. Metz calied upon Mr. McMillan and he was under the impression 
that I was let out because maybe my politics were wrong, or some- 
thing. 

Chairman Kran. You played football ? 

Mr. Wutsennunt. Yes, I did. 

Chairman Kean. Did Congressman McMillan go to the same school 
that you did? 


— 
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Mr. Wuisennunt. No, sir. Mr. McMillan was in Charleston. I 
went to Citadel. I didn’t know Mr. MeMillan until I met him in 
Washington. He was a baseball man. He didn’t play football. Mr. 
Metz was an alumnus of my school and took some interest in my work 
at the Citadel. 

Chairman Kran. He took an interest in those who played football ? 

Mr. Wuisenuunt. Played football. He was a football enthusiast, 
I'd say. 

Chairman Kean. And that is why you sought—— 

Mr. WuisennuntT- That is why I think that he asked Mr. Me- 
Millan about it, and I do think that I was put back as a result of 
Mr. anna intervention, but I did not talk to him; I did not 
request it. I did meet him and he gave me directions over at the 
Department of Justice, with the man to whom I was to speak. 

Chairman Kean. This testimony, with the testimony that you have 
previously given, seems to show that you have a lot of friends who are 
friends of those i in polities, 

Mr. Watsennount. Well, I don’t see any reason why I shouldn’t 
have. 

Chairman Kean. There is nothing wrong with having good friends. 

Mr. WuIsENHUNT. I hope it won’t be held against me. 

Mr. Tosrn. You were restored, in any event, to the rolls of the 
Department, and thereafter was it necessary for you to pass a civil- 
service examination in order to acquire permanent status ¢ 

Mr. WHIsENHUNT. I was required, like all others, to take what is 
known as the McKellar examination. 

Mr. Toxstn. Did you take it 4 

Mr. Wuisenuunt. I did. 

Mr. Tostn. Did you pass it? 

Mr. Wuisenuunt. I did not. 

Mr. Tortn. Thereafter, did you seek congressional assistance to 
overcome your failing grade in the examination ? 

Mr. Wuisenuunt. I took the position, when I read the regulations, 
the act, that I didn’t have to take it. I had taken a prior civil-service 
examination and passed, and had a civil-service status. There were 
others in there who did not have. I took the position that the Me- 
Kellar Act referred to the people who hadn’t passed, which it was 
later determined I was right, and I came up and it was decided by the 
Legal pure 

Mr. Tosrn. I asked you, Mr. Whisenhunt, whether you had solicited 
congressional support to overcome your failing grade in the examina- 
tion. 

Mr. Wutsenuunt. May I put it this way? I protested taking the 
examination, and I insisted that—— 

Mr. Tostn. Did you seek political support to avoid taking the ex- 
amination ¢ 

Mr. WHisENHUNT. I may have registered a grievance about having 
to take it, and that I thought it was wrongfully done. I may have done 
that, sir, and that may have been construed as political influence. I 
thought it was my right to appeal, which I did, and I won out. 

Mr. Topin, And, after you failed with the examination, you again 
registered a grievance with certain people from South Carolina; is 
that right? 
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Mr. Wuisennunt. Pardon me. Would you repeat the question? 

Mr. Tosrn. Will you read that please? 

(The pending question was read by the reporter.) 

Mr. WHiseNHUNT. It was the same grievance, as I understand it, 
that I thought that I should not have to take it, and I thought that I 
was right in saying that I shouldn’t have to take it. The Department 
ruled with me in the end and not any Member of Congress. 

Mr. Tosin. Did the fact that you had failed to pass s the civil-service 
examination result in any way from the way you voted in the election 
in 1932? aaa Aa 

Mr. Wutsennunt. [am SOITY, Mr. Tobin. I didn’t hear you. 

Mr. Tosrn. I say: Was the fact that you ‘failed the examination 
caused in any way by the way you voted in 1932% In other words, Mr. 
Whisenhunt, your difficulties in 1934 did not stem from your political 
affiliations, but simply your Gens results on the examination ; 
is that right ¢ 

Mr. Wuisennunt. I’m afraid I don’t quite understand you, sir. I 
don’t think anything had anything to do with my voting. Asa matter 
of fact, I did not vote in the general election of 1932. 

Mr. Tosrn. Did you ultimately take and pass the civil-service ex- 
amination to acquire permanent status ¢ 

Mr. Wutsennount. Mr. Tobin, I’m sorry; I may be a little hard of 
hearing. 

Mr. Torry. I say: Did you ultimately take and pass a civil-service 
examination in order to get permanent status? 

Ir. WuisennuntT. I took the civil-service examination in 1931 and 
passed that examination and got a civil-service status as a result of 
that examination, which still holds, to this day. 

Mr. Tosry. But your superiors in Washington for some time were 
of the mistaken belief that the 1931 examination did not confer the 
civil-service status, and you subsequently determined that it did; 
that right? 

Mr. Wutsennunt. They were not mistaken to the extent that they 
stopped me from working. They insisted that I work on. Howeeds, 

I did not get any money until it was finally settled, but the Depart- 
ee allowed me, and requested that I work on, but that I would not 
receive funds until the matter was settled, which is true, as the records 
which they have will show. 

Mr. Torry. Your Ps ae files of the Bureau, Mr. Whisenhunt, 
show that on October 1934, Senator Smith wrote the Alcohol Tax 
Unit expressing a ioe to have you appointed a permanent inves- 
tigator. Senator Smith was advised that you had to qualify in an 
open competitive civil-service examination. Senator Smith then wrote 
the Bureau and inquired if there was not some way that you could 
dispense with the examination, and he was advised that there was 
no way. 

Thereafter you took the examination and failed it, whereupon Con- 
gressman Gasque wrote the Bureau explaining that you were ill durin 
the examination, and that is why you failed it, and he was ren. | 
by the Bureau to the Civil Service Commission; and thereafter, in 
November 1934, Senator Smith again contacted the Bure: au in an effort 
to assure for you some form of permanent status, and that letter was 
followed up by a similar communication from Congressman Thomas 
MeMillan and later by Congressman Gasque, and finally in late 1934 
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you were awarded permanent status after a decision by the Assistant 
Secretary of the Treasury. 

In 1937 were you the subject of an investigation by the Bureau 
of Internal Revenue? 

Chairman Kran. Before we get off this matter was the decision of 
the Assistant Secretary of the Treasury on this case alone, or was it 
a general decision that all people that were taking the examination, 
for instance, in 1931, were blanketed under the civil service ? 

Mr. Tonrn. As far as Mr. Whisenhunt’s file discloses, sir, it was 
an individual decision. 

Mr. Wuisenuunt. I beg to differ with the file and with anybody 
who does believe it. Please be fair with me, sir. You went a long 
way reading off a lot of things without any answer from me. 

Mr. Torry. If you want to: add anything to the record at this point 
with respect to thos se records, ple ise do so. 

Mr. Wuitsenununt. My reputation in the future, and the past, and 
the present, and I would like if there is a question raised, to be allowed 
to answer, please. 

Chairman Kean. Go ahead. 

Mr. Torry. Go ahead. 

Mr. Wutsennunt. I took the examination in 1931 and passed it. 
That is a matter of record. I was finally given a civil-service status 
as a result of that. The McKellar rider came along ordering people 
to take the examination, because they didn’t know who had taken one 
and who hadn’t, and a lot of the people in the Bureau hadn’t taken 
a civil-service examination; and, as I read the act of Congress, the 
McKellar Act—and I read them all—I interpreted it that I had a per- 
manent civil-service status and would not be affected by the McKellar 
rider or examination, and it was not an individual act. 

They finally decided that all people in my class were right, and 
Mr. Hearington failed; the district supervisor failed that test, sir. 
[ had malaria fever at the time, taking 20 grains of ma ea day, and 
I shouldn’t have taken it, but I thought I could pass it, but I didn’t. 
But the Department ruled that that was not the setae examination, 
or at least I wasn’t entitied to take it. I registered grievances to 
Members of Congress. Yes; I did, because those were the only 
people I could appeal to. 

Mr. Tosrn. Do you want to add anything else at this time on that 
point ? 

Mr. Wutsenuunt. I think that answers it. 

Mr. Torry. In 1937, were you the subject of an investigation by 
the Bureau of Internal Revenue? 

Mr. Wutsenunt. Yes, sir. 

Mr. Tosrn. What was the nature of that investigation; do you 
recall ? 

Mr. Wuitsennunt. Yes, sir; I was sent to Alabama with the under- 
standing that I was going to be there for temporary assignment; 
that they needed some extra men. When I got to Alabama I found 
out that I was being investigated. Mr. Nollie Robinson, who was 
investigator in charge for the State of South Carolina at that time, 
later told me, sir, that he requested that investigation, and they in- 
vestigated me—and Mr. Berkshire, I asked to be heard before any 
action was taken, because if the people that made that had been 
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investigated, in my opinion, sir, they would have been fired, and no 
action was taken against me. 

Mr. Stewart Berkshire passed on that, and with all in the file over 
the period of years, Mr. Stewart Berkshire, who I don’t think you 
will find any man in the Alcohol Tax Unit or Bureau of Internal 
Revenue with any more integrity and who is any better fitted for the 
job, passed on it, and recommended me for investigator of the State 
of South Carolina, when Mr. Robinson died. Mr. Robinson, who 
ordered these investigations gave me two “Excellent” efficiency ratings 
before he died, and told me that Lee Eastman caused these investiga- 
tions, and before he died he called me to his hospital and stated that 
1 would not hold them against him. 

Mr. Torry. In 1937 you were investigated by the Bureau of Inter- 
nal Revenue? 

Mr. Wuisennunt. That’s correct. 

Mr. Torwtn. And as a result of that, so far as you know, it was an 
ultimate decision by Mr. Berkshire that you were not to be disciplined ; 
is that right? 

Mr. Wutsennunt. I understand that they recommended that I 
should be disciplined. Mr. Berkshire ruled cole it was passed up 
to him—he was in charge of the Alcohol Tax Unit at that time—and 
he told me that I would not be dismissed, and asked me if I wanted 
to go back to Florence and I told him Id like to go back. He said, 
“T’ll send you back.” 

Mr. Tosrn. You have just testified, Mr. Whisenhunt, that you 
learned that Mr. Berkshire’s subordinates had recommended your 
dismissal, After those recommendations had been made to him and 


before he passed on the matter finally, did you again register a 
yrievance with persons outside the Alcohol Tax Unit? 

Mr. Wutsennount. I’m sorry—I didn’t get that question. 

Mr. Torry. You have testified,-Mr. W hisenhunt, that after this in- 
vestigation of you in 1937, it was your understanding that yews dis- 


missal from the service was recommended, and that Mr. Berkshire 
ultimately reversed that recommendation and sent you back to South 
Carolina. Now, between the time that those recommendations were 
made to Mr. Berkshire and the time that he made his decision in your 
favor, did you attempt to get people outside the Alcohol Tax Unit 
to intercede in your behalf with Mr, Berkshire? 

Mr. Wuisennunt. Yes, sir, but let me state the facts. 

Mr. Torry. Go ahead. 

Mr. Wuisennunt. That when I received the first request, was after 
1937, for the transfer to Alabama, then I was investigated and again 
I tried to have an investigation, which I have already testified to, that 
it was investigated and I was not transferred. 

Mr. Tosrn. You were investigated by the Bureau of Internal Rey- 
enue and the investigation resulted in the recommendation for your 
dismissal. Did you then ask that an investigation of the investiga- 
tion be made? Is that right? 

Mr. Wutsennunt. No; I didn’t. I don’t recall that. 

Mr. Torry. What investigation did you seek ? 

Mr. Wuisenuunt. The only thing I sought was to get a hearing, 
if they took any action. That was in 1937. After that T had another 
investigation, by Mr. Robinson, who was responsible for it, whom I 
have answered. 
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Mr. Torn. You agree, do you not, that everybody below Mr. Berk- 
shire in the Alcohol Tax Unit had joined in a recommendation for 
your dismissal; is that right! 

Mr. Wuisenuunt. No, sir; I don’t agree with that. 

Mr. Tortn. Do you know anybody in the Alcohol Tax Unit who 
did not think you ought to be dismissed in the chain of command? 

Mr. Wuisennunt. Let’s put it this way: There were a lot of 
people in the Alcohol Tax Unit. I don’t know of about 3 or 4 people 
in it that wanted, and I can call the names, if you wish—— 

Mr. Tostx. How about your immediate superior, the investigator 
in charge at South Carolina? 

Mr. Wuisenuunt. That’s the man I just called a while ago, Nollie 
Robinson. 

Mr. Torry. Did he concur in the recommendation for your dis- 
missal; do you know? 

Mr. Wuisennvunt. He ordered the investigation. 

Mr. Torsrn. Was the investigation made by the agents who made 
the investigation agreeable to him ? 

Mr. Wuisennunt. He ordered the investigation. As a result of 
the investigation, no action was taken by the Department. 

Mr. Torry. I asked you if there was anybody else in the chain of 
command in the Bureau who, to your knowledge, did not join in the 
recommendation for your dismissal, and you have said that there were 
such people in the chain of command. I have asked you whether 
the first persons superior to you thought you ought to be dismissed, as 
far as you know? 

Mr. Wutsennvnt. I think Mr. Robinson thought TI should be dis- 
missed. He later told me that he was wrong. I ‘think Mr. Hearing- 
ton thought I should be dismissed. He was the district supervisor, 
but the Washington office evidently didn’t agree with them. 

Mr. Tost. Mr. W hisenhunt, upon receipt ‘of the report of this mat- 
ter in Washington, the case was decided by Mr. Berkshire and the 
Chief Examiner of the Unit, a Mr. C. R. Creighton, C-r-e-i-g-h-t-o-n, 
made an exhaustive review of your case and this was the recommenda- 
tion: 

In my opinion Investigator Whisenhunt is not the proper type of person to be 
employed by this Unit as investigator and dismissal is recommended. 

That was the last report that went to Mr. Berkshire. 

Mr. Wutsenuunt. Mr. Berkshire was his superior, wasn’t he? 

Mr. Tosrn. That is right. 

Mr. Wuisennunt. What action did Mr. Berkshire take on that ? 

Mr. Tostn. Mr. Berkshire exonerated you and restored you to duty 
in Florence, S. C. , 

Mr. Wuisenuunt. I think that is correct, sir. 

Mr. Tosin, At the time this matter was before the Bureau and be- 
fore Mr. Berkshire in particular, did you register any grievances with 
members of the South Carolina delegation in Congress to the effect 
that you should not be disciplined ? 

Mr. Wutsenuvnt. Sir, i if ] saw them, I probably did, sir. I prob- 
ably told them. I didn’t probably tell them; if I saw them I did 
tell them, that I thought Mr. Robinson and Mr. Hearington wanted 
me transferred from the district and were doing all they could, and 
YT would like if, when the investigation was completed, to be given a 
hearing. I am entitled to that under the civil service regulations, 
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and all employees are, and I had requested that and I requested the 
Members of Congress, all of them, to please see that I got a hearing 
Sir. 

Mr. Toprn. The law provides, Mr. Whisenhunt, that you, as a vet- 
eran, have the right of appeal to the Civil Service Commission from 
any action taken with respect to you in the nature of suspensions or 
dismissals, by-—— 

Mr. Wuisenuun’. I thought so too, sir. 

Mr. Torry. Let me ask you this: Was there ever a time in the course 
of any of these investigations when anybody challenged your right 
to appeal to the Civ Service Commission ? 

Mr. Wuisenuunt. I only asked for a hearing if any action was 
taken against me, which I would have been entitled to, and no action 
was taken. ‘Therefore, at that time there was “ reason for it, but I 
asked, before any action be taken against me, I asked the Depart- 
ment—if I talked to Members of Congress, I appealed to them to 
please see that I did get the hearing, because it looked like I wouldn’t— 
at least, I thought I wouldn’t. 

Mr. Tosrn. You appealed to them, not to get a hearing before the 

‘ivil Service Commission, but something in the way of a mmneene be- 
fore Mr. Berkshire; isn’t that right? You did not have to get. as- 
sistance from Members of Congress to get an appeal heard by the 
Civil Service Commission, did you? That is guaranteed to you by 
law. 

Mr. Wuisennont. I did appeal and didn’t get it since then. 

Mr. Tortn. To the Civil Service Commission ? 

Mr. Wuisenuunt. Yes, sir; and I have the records here. 

Mr. Torsrn. As a result of a suspension or other: more drastic dis- 
ciplinary action _ respect to you? 

Mr. Wuisennunt. Pardon? 

Mr. Torry. The Civil Service Commission is required by law to 
give you as a veteran a hearing, before you are suspended or dismissed. 

Mr. Wuisennvnt. Or if your grade is reduced. 

Mr. Torrn. And you were prevented in such a case from having a 
hearing before the Civil Service Commission ? 

Mr. WuisenHUNT. Well, no action was taken against me, sir. If it 
had, I was insistent at all times—I have a letter that I have produced 
which was written to a Member of Congress. I'll swear that I wrote 
that letter, and that will give the committee the kind of request that 
i made to all Members of Congress. 

Mr. Torry. Mr. Whise nhunt, you are free to submit any document 
you wish, to the subcommittee. My question to you is: Were you not 
attempting by these series of contacts that you ms ade, not to get a hear- 
ing before the Civil Service Commission but, rather, to get a hearing 

or ‘something of like nature before your superiors in W ashington ‘ y 

Mr. Wuisenuvnt. I was trying to prevent any action being taken 
without a civil service hearing. T wanted the Civil Service Commis- 
sion to hear my case before any drastic action was taken. That was 
what I was trying to do. 

Mr. Tosrn. That was a right which you could not be denied. Didn’t 
you ask, rather, that contact be made with Mr. Berkshire in 1937 and 
not with the Civil Service Commission itself? 

Mr. Wuisennunt. I’d rather Mr. Berkshire answer that question. 
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I can say this: that lL asked Mr. Berkshire to please give me a hearing 
before any action was taken. That’s the only request I think I made 
of Mr. Berkshire, as well as I remember. 

Mr. Torin. In the course of the time this matter was before Mr. 
Berkshire for decision, he received letters on your behalf from Sen- 
ator Smith, also from Senator Byrnes and two letters from Congress- 
man Gasque. Thereafter, as you testified, Mr. Berkshire exonerated 
you and restored you to your post of duty in Florence, S. C. 

Mr. Wuisenuunt. May I ask what Mr. Byrnes wrote about, and the 
date, please ¢ 

Chairman Kean. Read the letter into the record. 

Mr. Tostn. On April 24, 1937, Senator Byrnes wrote Mr. Berkshire : 

Dear Sirk: I am in receipt of a letter from the deputy sheriff of Florence 
County, S. C., stating that Mr. George Whisenhunt, who has been located in 
Florence as a representative of the Alcohol Tax Unit, has recently been trans- 
ferred to Alabama. He is anxious to have Mr. Whisenhunt returned to Florence 
County. If you can be of assistance in this matter, I will appreciate it. 

Mr. Wuisenuunt. I don’t know anything about that letter. I didn’t 
know it until you read it. 

Mr. Tosin. You did not solicit that letter? 

Mr. WuisenHunt. I did not. 

Mr. Tonin. Subsequent to this 1937 letter, when was the next time 
that you were the subject of investigation by the Bureau of Internal 
Revenue? 

Mr. WHISENHUNT. 1937 ? 

Mr. Tosrn. Yes, sir. 

Mr. WuisenuUNT. Sir, as I have stated before, some time in 1940 
was when I received the only request for transfer that I didn’t take, 
and I tried to avoid the transfer because Mr. Robinson told me it was 
because he thought I was trying to get his job, and the State was not 
big enough for the two of us. He has told me that in person, I have 
covered that, I believe. I did what I could. Mr. Creighton made that 
explanation, and you read what he said. If they were going to take 
some action, I asked for a civil-service hearing. 

Mr. Toxin. In 1940 and 1941 were you the subject of an investi- 
gation by the Bureau of Internal Revenue? 

Mr. Wuisenuunt. Ithinkso. That’s the one you referred to, is it ? 

Mr. Tosrn. What was the nature of that investigation, Mr. Whisen- 
hunt ? 

Mr. WHISENHUNT. Sir, I just answered that a while ago, if you re- 
call. Mr. Robinson told me in his office in Columbia, when I got the 
notice through the mail, of the transfer 

Mr. Tosrn. This is the transfer concerning which you previously 
testified ? 

Mr. Wuisenuunt. That’s the only one transfer that I got that I was 
ordered to transfer. I was only ordered transferred one time that I 
didn’t take it. I took several transfers, but this was one I admit I 
tried to defeat and did, because it was made for personal reasons and 
personal prejudice, in my opinion. 

Mr. Torry. On what other occasions did you accept a transfer? 

Mr. Wuisenuunt. I was transferred from Columbia to Charles- 
ton, Charleston to Sumter, and Sumter to Florence, over a period of 
years. 
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Mr. Torin. Have you ever been known to accept a transfer from 
Florence ? 

Mr. WuiseNnnunt. I have only been ordered transferred from 
Florence once. 

Mr. Torry. And that is the instance you spoke of this morning? 

Mr. WHISENHUNT. Yes, sir. 

Chairman Kean. Do you own your home in Florence ? 

Mr. Wuisennunt. Yes, sir. 

Chairman Kran. And the reason, largely, that you disliked being 
transferred was that you owned your home there, you had your roots 
in the community ¢ 

Mr. Wuisennvnt. Sir, I couldn’t financially have taken it. If they 
had transferred me, I would have resigned. 1 couldn’t on the salary. 

Chairman Kean. Generally, people in the service do face a sit- 
wation where they have to move from place to place. 

Mr. Wutsennunt. In production, sir, I stood nearly at the top of 
the ladder all the time. That’s why I couldn’t understand this trans- 
fer. I figured it was personal prejudice, and the Department evi- 
dently believed it. 

Chairman Kean. In general, I think that the policy of making 
transfers from time to time in a sensitive bureau like the Alcohol Tax 
Unit is a good one. I mean that those who are in charge of the in- 
vestigations should not get their roots too close to people in the com- 
munity. They are apt to have too many friends, and so forth. In 
general I think that the change from time to time from one area to 
another is a good thing for the service, though I can understand it is 
an extremely disagreeable assignment for the individuals who have 
to pull out their roots, especially if they have children going to school, 
and various things like that. 

Mr. Wuisenuunt. May I answer that ? 

Chairman Kean. Yes. 

Mr. Wuisennunt. I think where a man’s production was not good, 
where he — t have a good production, I think possibly he should be 
transferred, but my production, which I have a few here to show, and 
the Department, if they will check them, will show that my production 
has been nearly tops the whole time that I was in the service, and when 
an investigator learns—he first has to learn the violators, and then the 
territory before he can do effective work, and when yon do that, if you 
are doing effective work, then I don’t think a man should be trans- 
ferred. If he’s wrong, if he’s doing something wrong, he should be 
fired. That’s my opinion. 

Mr. Kina. I think, Mr. Whisenhunt, that you have hit on something 
that I think the committee will agree has been a serious matter. When 
men with families establish themselves in the community and buy a 
home, it is very often a serious and upsetting hardship to be suddenly 
told that they are going to another part of the country. 

Following out Mr. Kean’s suggestion, probably it would be well to 
follow the policy that President Jackson declared he would the next 
time he set up a Cabinet ; he wanted them to be all bachelors, or are you 
acquainted with his views at that time? 

Mr. Wuisennunt. No,sir: lam not. If I would have thought that 
my transfer was for the good of the service, if Mr. Berkshire should 
have told me, or some man whom I had confidence in—— 
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Mr. Torin. Whose decision is it, Mr. Whisenhunt, that a transfer is 
or is not for the good of the service? Is that your decision, or the 
decision of your superiors? 

Mr. Wuisenuunt. I would say it’s the decision of the superiors, 
definitely, but I don’t think it should be done for personal prejudice. 

Mr. Tostn. You ascribe these various difficulties that you related 
this morning to personal prejudice, the difliculties with Mr. Robinson, 
to personal prejudice ¢ 

Mr. Wuisrenuunt. The records of the Department will prove that 
they were, for two reasons. One is that Mr. Robinson, who caused 
these investigations, died around 1946, and he gave me two “Excellent’ 
ratings. That’s a matter of record, before he died, and Mr. Berkshire 
who read, and I imagine digested all the reports made to Washington 
by these people that you talk about, recommended me for investigator 
for South Carolina when Mr. Robinson died. Those two things, in 
my mind defeat the record. I don’t think Mr. Robinson would have 
turned around and given me two “Excellent” efficiency ratings if he 
had thought I was wrong. 

Mr. Tozstn. Mr. Whisenhunt, Mr. Robinson died in 1946; is that 
right? 

Mr. Wuisennunt. Well, I don’t know the date, sir, but around 
there ; yes, sir. 

Mr. Tosry. And for some period prior to his death he did not serve, 
and his assistant, Mr. Lewis West, was acting investigator in charge; 
is that right? 

Mr. WHisennunt. He was acting in some capacity; yes, sir. 

Mr. Tosrn. He had the title of acting investigator in charge? 

Mr. Wuisennunr. I don’t know if he was acting investigator in 
charge, but he was in the office, assistant. I don’t know what his title 
was. 

Mr. Tostn. Durimg this period when Mr. Robinson was away from 
his duties, did you contact the Bureau in an effort to be appointed to 
his job? 

Mr. Wuisenununt. No, sir; I never did and never asked for it in the 
record or out of the record, and anybody that made any insinuation 
of a report to that is lying. 

Mr. Tostn. Did you ask anybody else to contact the Bureau? 

Mr. Wuisenuunt. No, sir; I don’t recall ever having asked anyone. 
I didn’t want it. 

Mr. Tosrn. You did not seek at any time the promotion to investi 
gator in charge? 

Mr. Wuisenuvunt. No, sir; I definitely did not, not while Mr. Rob- 
inson was living. 

Mr. Tostn. And after Mr. Robinson died, you did seek the post of 
investigator in charge? 

Mr. Wuispnuvunt. Well, I did a poor job there. Mr. Berkshire 
asked me if I would accept it and I went by to speak to him about 
something—I don’t recall—and I didn’t know that Mr. Robinson at 
that time was going to die but I knew he was in the hospital; and 
Mr. Berkshire evidently thought so, because he asked me if and 
when the vacancy occurred in that office, asked me if I would be in- 
terested. I said, “I don’t know, sir, whether I would or not, because of 
the conditions in Atlanta.” 
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And he said, “Well, think it over and let me know.” 

And I did write him a letter later, well as I remember, and told 
him that I thought I would like to have it. 

Mr. Tortn. You thought you would like to have it? 

Mr. Wuisennunt. Yes, sir. 

Mr. Torin. Did you thereafter discuss it any further with Mr. 
Berkshire ¢ 

Mr. Wuisenuunt. Yes, sir; I discussed it twice after that, as well 
as I remember, and in substance, I can only state my impressions. I 
came up after Mr. Robinson died, and talked with Mr. Berkshire, and 
Mr. Berkshire said he had recommended me and that he wasn’t recom- 
mending anybody else, and when Mr. West was appointed, I talked 
with Mr. Be — again and he said, in substance, “I don’t know 
what happened, but the Commissioner appointed Mr. West.” 

Mr. Tosrxy. When was Mr. West appointed investigator in charge? 

Mr. WutseNuuUNT. Sir, subsequent to the death of Mr. Robinson—I 
don’t recall. 

Mr. Tonry. When you talked to Mr. Berkshire was he then Deputy 
Commissioner or Assistant Commissioner ; do you remember ? 

Mr. Wutsenuunt. The last time I talked to Mr. Berkshire, he was 
out of the office, was Deputy Commissioner in Chargeof Alcohol Tax. 
He was Commissioner of Internal Revenue. 

Mr. Torry. And you are quite certain, Mr. Whisenhunt, that the 
initiative in this matter was first taken by Mr. Berkshire, who asked 
you if you would like the job? 

Mr. Wutsenuunt. I am not quite certain; I am positive. 

Mr. Torry. And thereafter he told you that he would recommend 
you for the job? 

Mr. Wutsenuunt. He told me that he had recommended me for 
the job. 

Mr. Tostn. That he had recommended you for the job? 

Mr. WuisenHunt. Yes, sir; and that he was not nohine a recom- 
mendation for any others at that time. 

Mr. Tosrn. And for some reason unknown to you 

Mr. WuiseNHUNT. That is what I understand; that’s the impres- 
sion I got from him. 

Mr. Tosrn. Had he made a commitment to you that he would sup- 
port you for this post? 

Mr. WuisennuNtT. When? 

Mr. Tosrn. At any time. 

Mr. Wuisennunt. As I said just a while ago, sir, that I went by 
his office to speak to him when Mr. Robinson was in the hospital. 
I didn’t know how ill Mr. Robinson was and didn’t know that the 
man was going to die, and Mr. Berkshire didn’t say that he was go- 
ing to die, but he evidently thought so, and asked me, just as I 
stated a little while ago, if the office of investigator in charge of the 
State of South Carolina became vacant, would I be interested in it. 
That was the first indication that I ever had thought about the job. 

Mr. Tosry. Mr. Whisenhunt, after you were interviewed by the 
staff yesterday morning, we called Mr. Berkshire, who is now the 
district commissioner of internal revenue at Los Angeles, and sub- 
sequent to the conversation he sent us the following telegram, which 
I would like to read to you: 
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Pursuant to telephone conversation today re George Whisenhunt: Mr. Whisen- 
hunt came to my office for purpose of discussing his appointment in position of 
investigator in charge in South Carolina. I did not suggest the idea to him 
that he become an applicant, nor did I encourage him in believing he might be 
successful. There was political influence in his behalf, but I made no commit- 
ments to anyone. 

Mr. Wuisenuunt. As I said, the first time it was mentioned to 
me, Mr. Berkshire asked me if I would be interested. 

Mr. Tostn. Mr. Berkshire’s telegram is contrary to your testimony 
on that point. Do you have any comment on that? 

Mr. Wutsenununt. Well, I don’t understand. I got the impression 
that he recommended me. Did he say he didn’t recommend me? 

Chairman Kran. Let him look at the telegram. 

(Telegram shown to Mr. Whisenhunt.) 

Mr. Wuisenuont. I think Mr. Berkshire is talking there about 
the time that I came to his office after Mr. Robinson died. 

Mr. Tostn. When Mr. Berkshire says that he did not encourage 
you nor lead you to believe that your candidacy would be sucessful, 
what was he talking about? 

Mr. Wuisenuunt. Well, I got the other impression from Mr. Berk- 
shire. I thought he did. I may have been wrong, but I thought when 
he asked me if I would be interested, he said, “ You don’t have to decide 
now at this time. You can write me a letter’, and I wrote him a 
letter later and told him that I thought I would. Then Robinson died 
and I came back to Mr. Berkshire’s office, and he told me that he had 
recommended me—or at least I understood that, and I believe he did. 

Mr. Tosrn. If Mr. Berkshire’s telegram is an accurate statement 
of what happened between you and him at that time, then you must 
have misunderstood Mr. Berkshire; isn’t that right? 

Mr. Wuisennunt. I believe that Mr. Berkshire will say that he 
suggested it to me and when I came up that he told me he had recom- 
mended me and I think the records will probably prove Mr. Berk- 
shire—I don’t think there was any chance for me to misunderstand it. 
I think Mr. Berkshire is probably taking the time that I came to 
him after Mr. Robinson’s death. 

Mr. Tosrn. Mr. Whisenhunt, in support of your candidacy for the 
post of investigator in charge, in South Carolina, did you seek en- 
dorsements from the members of the South Carolina delegation ? 

Mr. WuisENuUNT. The only one that I remember mentioning is to 
one Senator. I asked Mr. Maybank, as well as I remember, if he had 
anybody to recommend or had anybody in mind for the position. As 
well as I remember, Mr. Maybank said “No,” and I think my answer 
was that if he didn’t have any that he was interested in, that probably 
I would be interested. 

Chairman Kean. Did you stop in to see Senator Maybank ? 

Mr. Wuisennuunt. Yes, sir. 

Chairman Kean. In order to make this request? 

Mr. Wuisenuunt. Yes, sir. 

Chairman Kran. You stopped in his office ? 

Mr. WuIsennvNnNgT. I think it was in his office, sir. 

Chairman Kran. You stopped in and saw him personally? It was 
not a case, as you testified before, where some friends talked to a friend 
or talked to someone who talked to the Senator? 

Mr. WuisennuntT. No. 
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Chairman Kran. You went to see him in person ? 

Mr. Wutsennunt. I told him if he hadn’t anyone interested in it, 
I was interested, and I understood him to say, as well as I remember, 
that he didn’t have anyone for it. 

Mr. Tosrn. What are the regulations of the Bureau of Internal 
Revenue with respect to the solicitation by employees of political sup- 
port for promotions: do you know ¢ 

Mr. Wutsenuunr. I do not recall having solicited any support 
there, sir. 

Mr. Torry. By whatever name you wish to describe your conversa- 
tion with Senator Maybank, is it your impression that that conversa- 
tion or consultation woul | not conflict with the instructions to em- 
ployees on such matters, by the Commissioner of Internal Revenue ? 

Mr. Wutsennunt. My purpose in asking him was I understood— 
somebody told me that he had a man he was going to recommend for 
it. When I asked him, he said “No,” and that’s as far as I remem- 
ber the conversation went. 

I don’t recall that he said that he would support me. I don’t recall 
having asked him to support me. I do recall asking if he had some- 
body in mind for it. That’s as far as I remember everything with it. 

Mr. Torntn. You did not seek his support or the support of any other 
Members of Congress ? 

Mr. Wutsenuunt. They may have considered that, but I didn’t 
figure that it was asking him to support me. I was trying to find out 
if he had anybody in mind for it, which I had heard. 

Mr. Torin. Mr. Whisenhunt, do you know that a petition was re- 
— by the onsits Commissioner of the Aleohol Tax Unit signed 
by the entire South Carolina delegation in the House and Senate, re-, 
questing } your appointment as investigator in charge in South Caro- 
lina, in 1946? 

Mr. Wuisennunt. I heard it was, yes, sir; and I saw a copy of it. 

Mr. Toxin. Did you have anything to do with the obtaining of all 
the signatures to that petition ! 

Mr. Wutsennunt. [ did not. 

Mr. Torry. Did you know at the time it was being prepared that, 
in fact, it was being circulated ? 

Mr. Wuisennunt. I didn’t know anything about it until it was 
done, and I do not know who did it. 

Mr. Tostn. And it was not by your initiative that it was done? 

Mr. Wuisenuvnt. I didn’t know anything about it; no, sir; but I 
did see a copy of this afterward. 

Mr. Torn. You testified that you discussed with Senator Maybank 
the possibility that he might desire that someone other than yourself 
seek this job. Did you discuss the matter with any other Member of 
Congress ¢ 

Mr. Wutsennunt. Now, I don’t recall having discussed it with 
= I don’t recall. I heard Mr. Maybank bad eousbete in mind 
for it, and that is why I asked him. If I discussed it with any other 
Me re r, 1 don’t remember. I won’t say that I didn’t. 

Mr. Torn. Did you discuss with your own Congressman from 
Florence, S. C., this matter? 

Mr. WuIsenuunt. I probably did, sir, because he lives in Florence. 

Mr. Tosry. It would be logical that you did? 
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Mr. WuIsENuHunNT. I would rather think I did mention it to him; 
yes. 

Mr. Tostn. That is, Congressman John L. McMillan? 

Mr. WuIsENHUNT. Yes, sir. 

Mr. Tosin. On September 17, 1946, Mr. Whisenhunt, Congressman 
McMillan addressed a letter to Mr, Mealey: 


DEAR MR. MEALEY: I am deeply interested in Mr. George Whisenbunt, who 
is, at the present time, serving as investigator with the Alcohol Tax Unit in the 
State of South Carolina. 

Mr. Whisenhunt has been connected with the Alcohol Tax Unit for approxi- 
mately 14 years and is a graduate of the Citadel, one of the outstanding military 
colleges in the United States. Mr. Whisenhunt also served with distinction as 
a captain in the Marine Corps during World War I. I believe that his record 
will reveal that he has a fine record with the Alcohol Tax Unit. 

I personally submitted a petition signed by both Senators and all the Repre- 
sentatives in Congress from South Carolina and requesting that Mr. Whisenhunt 
be appointed to fill the position recently vacated by the death of the late Nollie 
Robinson. I believe that the United States district attorney in South Carolina 
and all the judges will advise you that Mr. Whisenhunt is a fearless officer and 
is the type of person we should have as Director of the Alcohol Tax Unit in 
South Carolina. 

I have personally known Mr. Whisenhunt during the past 25 years and I 
would personally appreciate an expression from you as to your opinion on this 
appointment. 

I believe that Senators Maybank and Johnston will also agree with the senti- 
ment I am expressing in Mr. Whisenhunt’s behalf. 

I have been chairman of the House District Committee, one of the toughest 
assignments that any Congressman could have under the Democratic adminis- 
tration, and this is the first time I have called on the National Democratic Com- 
mittee to assist a friend of mine in securing an appointment of this nature. 

I trust that you will approve the appointment of Mr. Whisenhunt and give 
the other Alcohol Tax Unit officials your approval at an early date. 

With kindest personal regards, I am 

Sincerely yours, 
JoHN L. McMILLAN 
Did you solicit that letter? 

Mr. Wuisennvnt. I did not. 

Mr. Tozrn. Did you know of its existence? 

Mr. Wuisennunt. I didn’t know he had written it, sir. I would 
have assumed offhand that he would have said something about it, but 
I didn’t know that he had, 

Mr. Tostn. In any event, you were not appointed to the post as 
investigator in charge? 

Mr, Wutsennunt. I wasn’t. 

Mr. Torin. And to what do you ascribe your failure to obtain the 
post ? 

Mr. WutseNuunt. That would lead into other matters in the Bu- 
reau of Internal Revenue. 

Mr. Tosrtn. Do you feel that it was because of improper motives 
on the part of your superiors, that you were not promoted. Is that 
it ? 

Mr. Wuisennunt. I wouldn’t put it that way. I would say some 
of them had something to do with it. I think that some pressure was 
brought on the outside, in my opinion. 

Mr. Tostn. Where would outside pressure come from for the job 
in South Carolina when all the Members of the House and Senate had 
endorsed you for the post? From what other source would pressure 
come ? 
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Mr. Wutsennont. I think, if you are permitted to think, probably 
you will get some idea. 

Mr. Tosry. You think possibly there is some such source; is that 
right ¢ 

Mr. Wuisennunt. Yes, sir. 

Mr. Tosrn. And that pressure was opposing you for investigator 
in charge for what reason? Because of your fine record as an enforce- 
ment officer ¢ 

Mr. Wuisennunt. I wouldn’t say a fine record as an enforcement 
officer. I don’t think I had a fine record. I had a good record, sir, 
but I think there was some outside influence that I think may come up 
later. 

Mr. Torry. In any event, you feel that this decision against you 
was not made under your—— 

Mr. Wutsennunt. I don’t think it was exactly made against me, 
sir, because I don’t think I pressed the matter. 

Mr. Torry. You do not think you pressed the matter ? 

Mr. WuisenHunt. No, sir, not vigorously, anyway. I frankly 

vasn’t too interested in it because of the offices in Atlanta which, in 
my opinion, were hostile to me, and I didn’t think I could do effective 
work in the Columbia office with the offices in Atlanta. 

Mr. Torry. Subsequent to that time in 1946 when you were first 
considered and then passed over for the post of investigator in charge 
have you been the subject of investigation by the Bureau of Internal 
Revenue ? 

Mr. Wuisenuunt. Since 1946? 

Mr. Torrn. Since 1946. 

Mr. Wuisennunt. Yes, sir. 

Mr. Tostn. And when wasthat? 

Mr. Wuitsenuunt. As I understood it, sir, it started from the Wein- 
berg seizure in Darlington County, S. C. 

Mr. Tonrn. That wasa seizure of liquor? 

Mr. Wuisenuunt. A seizure of tax-paid whisky by a State officer 
who L assisted. é 

Mr. Tontn. Wasa Federal violation involved ? 

Mr. Wuisennunt. I think there was. Of course, we were working 
on the theory, which I think was correct, that the man was handling 
both illicit and intape «d whisky. 

Mr. Tortn. And after this whisky was received what was done? 

Mr. Wutsennunt. Well, the whisky was seized on Saturday night. 
Mr. N. B. Huggins, the State officer who insisted on this seizure—it 
was a State case—of course, there were Federal violations, too, in my 
opinion. Mr. Huggins was leaving here for the coast, he was leaving 
on Sunday night to return, was dusting vegetables on the coast with 
airplanes, and he was supposed to be there Monday morning. He 
asked me to keep the whisky for him until it would be turned over to 
the South Carolina enforcement agents in Columbia. 

And Mr. Huggins, of course, the reason he give for it was that there 
was one man working in charge of his premises while he was away that 
had the keys to his place, that he was afraid that this man might 
consume some of the whisky if it was left on his premises, and he 
asked me to hold it and turn it over to the State office, which I at- 
tempted to do, and that was on Saturday, and the Monday following, 
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not the Monday after Saturday but about 8 or 9 days after, which it 
was, we were having Federal court in Florence, and I made a report 
of it on my daily report which I turned in for the day, and I rather 
expected the investigator in charge, Mr. West, who is back there now, 
would be there for Federal court in Florence, which he was, and in 
my request, Mr. West—Mr. Grissom and Coats—Mr. Coats was on the 
seizure. Mr. Grissom was stationed at Florence—both investigations 
of aleohol tax—and I called them into the office, our office in Florence, 
and explained the seizure to him and asked him what to do about it, 
and as I understood him to say—so did the other officers, and I have 
the aflidavit of one of them with me, and maybe both, but I don't 
think I have but one—that he thought it should be handled in the 
State, and if there were any Federal violations they could be looked 
into later, but let Huggins handle it in the State court, and to do that, 
and when Mr. Huggins handled it, to make a report to him what 
disposition was made of it. Mr. Huggins asked me to call the office 
in Columbia and asked me to take over the whisky because the sheriff 
of that county, Mr. Bryant, made the statement which was called in 
to Huggins and me later in the evening, that if he wanted the whisky 
turned over to him that he wanted to return it to the owner, Mr. Wein- 
berg, and, of course, that was the reason for—Mr. Huggins had a 
communication from the State government and he asked that it be 
turned over to the State. 

We requested that and they promised to send for it, but they hadn't 
at that time and they didn’t send for it at all, om in the meantime 
I got in touch with Mr. Huggins who would come home on weekends 
and asked him to sign a warrant with the magistrate at Darlington. 
He went over to sign the warrant and the magistrate, Mr. Wilson, 
was in bed sick. He later died. I don’t recall, but I don’t think he 
ever returned to work. So Mr. Huggins asked me to call the solicitor 
and inform him of the fact that he had tried to sign the warrant and 
that the magistrate was sick, and I called Mr. Tyson and explained it 
to him and he said to hold the whisky and let Mr. Huggins sign the 
warrant as soon as possible, as soon as Mr. Wilson was able to hand 
it. So some days later, some weeks or some time later—in the 
meantime the magistrate was still sick—Mr. West called me to Colum- 
bia, called Mr. Coats and I. We went from Columbia to Atlanta and 
there we were severely criticized for having made the seizure. 

Mr. Tortn. Isn’t the substance of your testimony, Mr. Whisenhunt, 
that liquor was seized which was tax paid, as far as the Federal 
Government was concerned, that it was stored in your own house o1 
your own garage for a period of some weeks, or whatever the time 
was, and that it was not transmitted by you in the orthodox way to 
your superiors in your office for disposition according to law until 
after the attorney for the man who claimed to own the whisky had 
complained about it to your superiors ? 

Mr. Wuisenuunt. The truth of the matter is that Mr. Huggins 
tried to sign the complaint and it was taken up with the solicitor, 
and I have one letter here from him. The whisky was being held 
to be turned over, and the Columbia office didn’t send for it. 1 think 
they just kept putting it off until when we went to Atlanta. Mr. Malsie 
ordered it turned over, a Federal case made out of it and turned over 
to the district attorney’s office, and the solicitor in charge requested 
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the judge and the district attorney that the whisky be turned back to 
the State, which it was. 

Mr. Toxin. This matter of your having held Federal tax-paid 
whisky in your house—— 

Mr. Wutsenuunt. No house; in the garage. 

Mr. Tosry. All right. Was that investigated by the Intelligence 
Unit? 

Mr. Wuisenuunt. I don’t know anything about the Intelligence 
Unit investigation. 

Mr. Tosrn. Was it not investigated by some agency at this time? 

Mr. Wuisenuunt. I wrote a letter to Atlanta requesting—I asked 
Mr. Coats, one of the officers, to take it up on the next trip. He didn’t, 
and they said he didn’t, and I wrote to the inspector, and he never 
came. I had no place to turn it over. I was holding it until the State 
called for it. 

Mr. Tosrn. Was this matter the subject of investigation by the 
Bureau of Internal Revenue? 

Mr. Wutsennunt. They sent a Mr. Paradise and another man— 
I can’t recall his name now—two investigators, up to take statements 
from the men at the station. 

Mr. Torin. In other words, the answer is “Yes”? It was investi- 
gated by two investigators whom you have just mentioned ? 

Mr. Wuisennunr. Yes, sir, and I think improperly so. 

Mr. Torin. And thereafter this investigation, which you think was 
improperly done—— 

Mr. Wuisenuunt. Yes, sir; I do. 

Mr. Torry. Again resulted in a recommendation for disciplinary 
action against you. Are you familiar with that ? 

Mr. Wuisenuunt. That was an expression for it. 

Mr. Tosrn. Are you familiar with the fact ? 

Mr. Wuisenununt. [’m familiar. I don’t know whether they made 
the recommendations. Anyway, I wasn’t transferred or I wasn’t 
fired, but I think they tried to. 

Mr. Tosry. Mr. Whisenhunt, I asked: Were you familiar with the 
fact. that recommendations for disciplinary action against you were 
made at this time? 

Mr. Wutsennunt. How can I say that when none was taken, sir? 

Mr. Tosrn. Recommendations were made by your superiors at this 
time, Mr. Whisenhunt, either for your separation or for your forced 
retirement. Were you aware of that? 

Mr. Wuisenuunt. I have never been notified of that officially. 

Mr. Tosrn. I did not ask you if you were notified officially. 1 asked 
you if you were aware of that. You can answer yes or no. 

Mr. Wutsennunt. Only through rumors, sir. 

Mr. Torry. Did you attempt to get political help at this time? 

Mr. Wutsenuvnt. I don’t consider it, sir. 

Mr. Tortn. Did you register a grievance in this matter with the 

Mr. WuIsENHUNT. Yes, sir; I did register a grievance., I still reg- 
ister one. 

Mr. Toprty. That, in your opinion, is a perfectly proper thing te 
do and does not constitute seeking political help? 

Mr. Wuisennunt. I registered with the Department, and as a re- 
sult of that my grade was lowered and I appealed from that, and I was 
never given a hearing. 
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Mr. Tosrn. Did you register a grievance with Members of Congress 
at this time ¢ 

Mr. WHIsENHUNT. No more than I did before, that I thought I was 
being unjustly treated. 

Mr. Torn. But you did register a grievance at this time with Mem- 
bers of Congress w ‘ith respect to this investigation; is that right? 

Mr. WHIsENHUNT. I may have told them about it; yes. sir. I think 
still this was a grievance and I think it should be reinvestigated. 

Mr. Torry. I am not questioning that. I am asking you if you con- 
tacted Members of Congress at this time, and I take it your answer 
is “Yes”; is that right / 

Mr. Wuisennunt. My answer would be that I would have said, 
if I did, to them, that I thought they were trying to use that seizure, 
which I forced into a trial later-—— 

Mr. Tosin. I am not asking you the reasons you gave to Members 
of Congress, Mr. Whisenhunt. I am not quarreling with those at this 
time. I am simply asking you: Did you contact Members of Con- 
gress with respect to this matter? Your answer is “Yes” or “No”? 

Mr. Wuisenuunt. I probably did tell them that I was being un- 
justly treated. 

Mr. Torin. And this investigation resulted in no disciplinary action 
of you; is that right? 

Mr. WHIseNHUNT. No, sir; it resulted in a loss of rating and a pro- 
motion, which I think is very material to me. 

Mr. Tost. Did you register a grievance on this matter with Con- 
gressman John L. McMillan ? 

Mr. Wuisennunt. I’m sure that I saw him and told him about it; 
yes, sir. 

Mr. Torry. Did you register a grievance on this matter with Sen- 
ator Maybank? 

Mr. WHIsENHUNT. I told the Senator in substance that, as well as 
I remember, it was to this effect, and I will let you read a copy of the 
letter, that I didn’t want anybody to intercede for me, but I didn’t 
want ‘anybody to intercede for the others; that I thought it was an 
improper investigation. improper all the way through, and that I 
wanted a hearing in Washington on Mr. Malsie, Mr. Tydings, and 
Mr. West, the man back here [indicating]. I requested ny officially 
«nd I told the Members of Congress that I ought to have it, and I told 
the Department that I ought to have it, and I didn’t get it. 

Chairman Kran. What about Senator M: wbank! Did you write 
him, or did you go to see him? 

Mr. Wuitsennent. I think I wrote, maybe. I’m not positive, sir, 
but I think I did write him because I have a letter. 

Chairman Kean. But you did not see him personally / 

Mr. Wutsennunt. I think probably I didn’t see him during that 
interim. Maybe I did talk with him. I think I talked with him in 
Columbia about it. 

Chairman Kran. In Columbia? 

Mr. Wuisennunt. I think so. I think I saw him in Columbia. 
The substance was this: If any action was taken against me as a result 
of that seizure I wanted what I was entitled to, a hearing. I have a 
copy of the letter which I will tear the top off—I am under oath—and 
let you read it, Mr. Kean, or anybody else in here, to show what I was 
asking for. 
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Chairman Kran. I think it would be a good idea to put it in the 
record. How long a letter is it? 

Mr. Torin. Mr. Chairman, I do not quite understand what Mr. 
Whisenhunt means when he says he wants to tear the top off the letter. 

Mr. Wuisenuountr. Of course, I registered the grievance with the 
senator. 

Chairman Kean. Let me look at it. 

Mr. Wuisennunt. I thought it was improperly handled, and I 
asked for an investigation and I did not get it. 

Chairman Kran. What do you mean by “tearing the top off”? 

Mr. Wuisenuunt. I don’t think Members of Congress should be 
dragged into this because I was. They asked me what I was entitled 

hey are asking Civil Service to give me a hearing I didn’t get. 

Chairman Kean. You have testified here that you did write Senator 
Mavbank 

Mr. Wuisenuunt. Yes, sir. 

Chairman Kean. So there is no reason why the letter should not be 
put in the record. 

Mr. Wutsenuunt. All right, sir. 

Chairman Kran. I will look it over. 
tend the letter into the record, and then we can give it back to 


Mr. Tonin. This letter is dated July 18, 1951, and sent by Mr. Whis- 


enhunt from Florence, S. C., to Senator Burnet R. Maybank at the 
Senate Office Building, Washington, D. C 


Dear Str: My last two letters to you were never answered, the latter of which 


was dated March 7, 1951. I am going to give you a synopsis of what I have tried 
to convey to you over a period of years with reference to the Atlanta and Colum- 
a offices of the Alcohol Tax Unit. In my opinion these offices have been and 
e now operated by men who are not fit morally or mentally to be members, 
much less executives, of any Government service. 
Because of my political activity and the outstanding service I have rendered 
the Government us a member of the Alcohol Tax Unit, there exists, and has 
existed, a conspiracy between the Columbia and Atlanta offices to destroy any 


usefulness in the Unit and to injure my reputation. I have recently taken the 
matter up with these offices and each blames the other. 
I have not and I am not now asking you or anyone to defend any act of mine, 


official or otherwise; but I am asking that you do not defend the wrongful acts 
of the Columbia and Atlanta offices. In saying what I have said, I am preferring 
charge cainst these people and I welcome an opportunity to face them and 


prove the charges. I asked you and the Washington Alcohol Tax Unit office to 
allow me to face them in Washington on the charges they preferred against 
me; however, you and the Unit denied me this right as a civil-service employee 
and a war veteran. The ciiarges they made against me are false, in word and 
in deed, and they cannot afford to face me in a hearing. These people, today, 

re refusing to allow me the advancement in salary that Congress intended for 
me to have, and are, therefore. forcing me to lose money when I retire. I am 
heing kept in CAF (GS) 8 when I am entitled to a CAF-9. I was CAF-9 when 
[ was with the OPA. 

If you, as a member of the Board of Directors of the Federal Government 
do not wish to request that I be heard on what amounts to criminal discrimina- 
tion against me, please advise. I am only asking that my rights as an American 
citizen and a civil-service employee be protected and not discriminated against. 

These people in Columbia and in Atlanta are in violation of a well-defined 
Federal statute, and if I am forced to I will sign a complaint and proceed in Fed- 
eral court for relief. I will also send the Kefauver committee a copy of my file 
which includes the shipments of whisky from the Illinois district to the dry coun- 
ties in Georgia. I have the records of 26,000 cases of whisky shipped to Georgia 
in 3 months. This is a Federal violation, which the Atlanta office is supposed to 
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enforce, and nothing has been done about it. The State of Illinois took action 
on the matter ; however, the matter has been overlooked by the Alcohol Tax Unit, 
which should have taken action first. 

With kindest regards, I am, 

Yours very truly, 
GEORGE H. WHISEN HUNT. 

Was the purpose of this letter, in part, Mr. Whisenhunt, to seek 
promotion for — lf? 

Mr. Wuisennunt. The purpose of that letter was, if I was trans- 
ferred or fired, to on a hearing. 

Mr. Tortx. Two weeks after you wrote this letter—you wrote it on 
July 18, 1951—on August 2, Senator Maybank sent a letter to Com 
missioner Dunlap, attention Mr. Avis, requesting a promotion for 
you. Did your letter have, in part, the purpose of asking Senator 
Maybank to do that? 

Mr. Wutsennunt. What I was trying to convey there was this, sir: 

was 8, and another man was being transferred there and given a 9, 
I 8, I th | f | | ) 
and being trans ferred there, that I thought that I was entitled to the 
promotion—not a promotion, it’s just a regular grade advancement, 
but this investigation, and what they did, kept me from getting it, 
and I thought I should veal it. 

Mr. Tortn. That was part of the conspiracy against you to whi 
you referred in your letter? 

Mr. Wuisenuunt. Well, that’s what I thought, siz 

Mr. Torry. In reply to Senator Maybank’s letter of August 2, Com 

ph : 
missioner Dunlap wrote on August 14, after acknowledging the letter : 


1 
I 
I 


1 


Mr. Whisenhunt has been in difficulty on several occasions. In 1950, as the 
result of an investigation made because of an alleged illegal search and unlawful 
arrest of several persons in Darlington County, S. C., Mr. Whisenhunt was called 
to Washington for a conference with officials of the Alcohol Tax Unit. At this 
conference Mr. Whisenhunt was informed that he would be permitted to remain 
at his post of duty in Florence, 8S. C., until he elected to retire, provided he would 
cooperate with other investigators and his superiors and perform his duties in a 
satisfactory manner. Mr. Whisenhunt was advised that because of his heart 
condition and other reasons it was deemed necessary to relieve him as a group 
head at the Florence post of duty. He agreed to abide by the decisions made, and 
it was with this understanding that no change was made in his post of duty. 

Mr. Whisenhunt is now in grade GS-8. The Bureau has under consideration 
the reallocation of the position of group head from grade GS-8 to grade GS-9. 
However, it would not be in the interest of the service to promote Mr. Whisen- 
hunt to this position. 


With reference to this understanding that Mr. Dunlap refers to, is 
that letter of his accurate? 

Mr. Wutsennunt. That was about the Weinberg seizure ? 

Mr. Tosrn. Mr. Dunlap states in his letter that you had agreed to 
stay in Florence and to cooperate with your superiors and they agreed 
to let you stay there until you elected to retire, and to let you stay in 
your then grade of GS-8. Was that understanding made between you 
and the Bureau in 1950? 

Mr. Wutsennunt. I asked to see Mr. Avis after I understood—I 
don’t know, but I understood that the investigation had been completed 
and that no action was going to be taken, so I asked that I get to see 
Mr. Avis and talk with him, and when I walked in Mr. Avis says, “We 
have committed ourselves to not transferring you. Why are you 
here?” 
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I said, “I didn’t come here about the transfer. I came here about 
the way that I have been treated,” and that was the way of how that 
case was handled in the Weinberg seizure. 

Mr. Tosrn. Mr. Whisenhunt, I asked you the question whether you 
had agreed with the underst: anding as related in Mr. Dunlap’s an- 
swer. Can you answer that question for me? I will reread it for you, 
Mr. Whisenhunt. I will read what Mr. Dunlap says: 

At this conference Mr. Whisenhunt was informed that he would be permitted 
to remain at his post of duty in Florence, S. C., until he elected to retire, pro- 
vided he would cooperate with other investigators and his superiors. 
and soon. Then he Says: 

Mr. Whisenhunt was advised that because of his heart condition and other 
reasons it was deemed necessary to relieve him as a group head * * *. 

Then Mr. Dunlap states: 

He 
meaning you— 


agreed to abide by the decisions made, and it was with this understanding that no 
change was made in his post of duty. 

Is that statement by Mr. Dunlap in his letter to Senator Maybank a 
true statement ? 

Mr. Wutsennunt. That is not exactly what I understand; no, sir. 

Mr. Torrn. That was not? 

Mr. Wutsennunt. That is correct. 

Mr. Torrn. And it was because your understanding was different 
from that stated by the Commissioner that you wrote the following 
year to Senator Maybank and asked him to get you a promotion; is 
that right? 

Chairman Kean. There is no testimony to that, that he asked him 
for a promotion. 

Mr. Tortn. He says in his letter to Senator Maybank: 

These people, today, are refusing to allow me the advancement in salary 
that Congress intended for me to have, and are, therefore, forcing me to lose 
money when I retire. I am being kept in CAF-8 when I am entitled to a CAF-9, 

Chairman Kran. There is no indication that Senator Maybank tried 
to get that. 

Tortn. That is how Senator Maybank construed this letter. 

Chairman Kran. Yes, but there is not anything in this letter ex- 
cept intimation. 

Mr. Boces. Why would he write the letter? Was he just writing 
that for exercise ? 

Mr. Wuitsenuunt. I didn’t understand. Before I left Mr. Avis I 
introduced some statements from doctors with this explanation: that 
when other young men had been sent there that I wanted to work 
with them and had worked hard, but that I couldn’t again do that. 
I couldn’t go and work with young men as hard as I had, but that if 
and when my production was not up to par that I would resign. 

Then I was told that—they had taken my car from me—and they 
told me that they would give it back and that I would not have to go 
out and work the hours of the other people, but they would expect my 
production to—I agreed to that part of it. It is not altogether exactly 
as I understood it, but in general it was this 
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Mr. Tostn. Did you feel when you discussed this matter with Mr. 
Avis in 1950 that he was part of this conspiracy that you referred to 
in your letter to Senator Maybank ? 

Mr. Wuisenuunt. Please; I didn’t quite understand that question. 

Mr. Torin. In your letter to Senator Maybank, which you have sub- 
mitted to the committee this morning, you have referred to a con- 
spiracy between the Columbia and Atlanta offices to destroy your use- 
fulness in the Unit and to injure your reputation, and then you remind 
the Senator that you had asked him in the Washington ATU office 
for a hearing with the right to confront those who preferred charges 
against you. Then you refer to that as criminal discrimination. Was 
Mr. Avis part of that ? 

Mr. Wuisenuunt. What I was trying to convey was that they were 
keeping me from my regular advancement. Each year you get a hun 
dred dollars more. I may say this: One, 9 into the service a 
year ago, comes in at 7; 1 year later he goes to 8. I have been in there 
nearly 20 years and I’m 8. 

The impression here is that I used political influence and it looks like 
if I did it didn’t help me much. 

Mr. Tosrn. This outside intercession did prevent at least one trans 
fer that would have otherwise come to you; isn’t that so? 

Mr. Wutsennunt. What? 

Mr. Tosin. This outside intercession on your behalf did at least 
prevent one transfer, to wit, the transfer to Alabama; isn’t that so? 

Mr. WutsenHUNT. I don’t know that it did. 

Mr. Torstn. At the time of your 1950 investigation Mr. Avis sent a 
memorandum to Mr. Mealey with respect to you, and he stated as 
follows: 


In the instant situation 
referring to the Weinberg case— 


which involves, to say the least, the worst sort of abuse of authority, the details 
of which you can glean from the attached report, Messrs. Tydings and Malsie 
have recommended the separation of both Whisenhunt and Coats. Investigator 
in Charge West has suggested that Whisenhunt be forced to retire and that Coats 
be transferred. 


Then Mr. Avis notes that neither you nor Mr. Coats were then eli 
gible for retirement, and he states: 


I have carefully examined the report and in light of the overall situation doubt 
whether there is sufficient evidence to warrant the removal of these officers on 
charges. 

During the last 12 or 15 years Whisenhunt has been mixed up in factional 
Democrat politics in the State of South Carolina. You will recall that he made 
a substantial contribution to the Republican campaign at the last general election. 
His political activities and the high-handed manner in which he has adminis- 
tered the Florence post has [sic] brought him into controversy with his superiors 
and others. He has been accused of being overfriendly with some of the law 
violators. He has been in trouble on several oceasions: His removal from the 
service was considered on at least one occasion, and recommendations for his 
transfer from the Florence post have been made at different times. 

On each occasion, when Whisenhunt has gotten into difficulty, Congressman 
MeMillan has vigorously interceded in his behalf and more or less made a 
personal matter of his transfer. He has also received some support from 
Senator Maybank, although the Senator, prior to the death of former in- 
vestigator in charge, Nollie Robinson, always made it clear that he wanted 
to support Robinson in his controversies with Whisenhunt. Whisenhunt has 
been left at the Florence post despite the recommendations of his superiors 
for his transfer, largely because of Congressman MeMillan’s insistence. There 
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is little doubt but that Whisenhunt has been an asset to the Congressman. 
Conditions at the Florence post are well summarized in a letter by the investi- 
gator in charge to the district supervisor, which is attached as an exhibit to 
the report and which has been specially tabbed for your information. 

That would indicate that Mr. Avis did not share your view as to 
your difficulties in the Alcohol Tax Unit. 
~ Mr. Wuisenuvunt. I say that most of the statements there made 
are incorrect, 

Mr. Tosrn. You had difficulties with two investigators in charge 
under whom you have served in South Carolina; is that right? 

Mr. Wuisenuunr. I explained that, yes, sir; and then I explained 
this: That the first investigator that I had it with gave me two ex- 
cellent ratings before he died. 

Mr. ‘Tonrn. That is already in the record. You have had difficul- 
ties with district supervisors Hearington and Malsie, have you not? 

Mr. Wuisenuunr. Yes, sir. 

Mr. Tonin. The memorandum which I have just read to you would 
indicate that at least Mr. Avis and possibly Mr. Mealey also had a 
ditference of opinion with you as to your value in the Alcohol ‘Tax 
Unit. 

Mr. Wuisenuunt. I question that statement. 

Mr. Torry. In what way? 

Mr. Wuisenuunt. Well, as I understood you to say, that they 
didn’t think I was of value to the Alcohol Tax; is that what you 
imply ¢ 

Mr. Torin. I suggested to you that that is the substance of what 
Mr. Avis’ memorandum was, that which I just read to you. 

Mr. Wuisenuunt. That’s what I requested the hearing on, was 
the culmination of the ending of the investigation. I don’t know 
what Mr. Avis wrote. I heard what you read, but that is what I 
have insisted, that I be allowed to answer, which I never was. 

Mr. ‘Tosrn. And on the occasion of the several investigations made 
of you by the Civil Service Commission or by the Alcohol Tax Unit 
or other agencies in the Bureau of Internal Revenue, on each of those 
occasions political support in your behalf has been obtained and 
presented to the Bureau; isn’t that true? 

Mr. WHISENHUNT. Some people might construe it that way, but I 
take it that I was trying to defend ‘myself against—which I won 
out in the end—the wrong acts of others. 

Mr. Tosin. That is true, and it is true that you won out in the 
end in all of these cases ? 

Mr. WuiseNuuUNT. Well, I think if I hadn’t been right I wouldn’t 
have. 

Mr. Tosrn. But you did win out in each of these cases; isn’t that 
true ? 

Mr. Wuisennunt. The records, as I say—I was ordered trans- 
ferred one time. I objected to that. 

Mr. Tosin. And when you were ordered transferred you objected to 
the transfer, both to your superiors and to the Members of Congress, 
and the transfer was not consummated. 

Mr. Wuisr NuuntT. I told them that I thought I was being trans- 
fered for | versonal reasons and not for the good of the service, and I 
asked for a investigation to be made to determine that. 

Mr. Topix. And you have ascribed some of these difficulties to 
which you have testilied today to resentment of your personal politics. 
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Mr. WutsenuHUNT. Well, that was mentioned in there. They made 
that statement. 

Mr. Tosrtn. Do you think, for example, that when Mr. Avis states 
that you made a substantial contribution to the Republican campaign 
that he was holding that against you ¢ 

Mr. WHISsENHUNT. No. 

Mr. ‘Tostn. Well, why did he make it? 

Mr. WHIsSENHUNT. I don’t know. I'll ask him. 

Mr. Tosr. Is it your opinion that that was a factor? 

Mr. WHIsSENHUNT. I think that was one of them. 

Mr. Torin. Is the statement true / 

Mr. Wuise NHUNT. oe I did make it? 

Mr. ‘TOBIN. Yes, Ss 

Mr. WHISENHUNT. PA sir. 

Mr. Tosrn. Does the first sentence 
During the last 12 or 15 years— 
referring to 1935 or thereabouts to 1950— 

During the last 12 or 15 years Whisenhunt has been mixed up in factional 
Democrat politics in the State of South Carolina 

Mr. WuiIsennUNT. Sir, we don’t have anything but Democrat polli- 
tics, except the general election in Sot ith Carolina. 

Mr. Tostn. Is this statement true 

Mr. WHISENHUNT. It is true to this extent: That I voted and may 
have expressed my opinion. That’s as far as I went. I also con- 
tributed. 

Mr. Tosrn. To the Democratic Party ? 

Mr. Wuisennunt. Yes, sir. 

Mr. Toprn. As well as to the Republican Party ? 

Mr. WHISENHUNT. Yes, sir. 

Mr. Tosin. W hy would you contribute to both sides, if you don’t 
mind me asking that? 

Mr. Wuiseuunt. Why shouldn’t I? 

Mr. Tosty. Do you feel that these matters caused you difliculty 
with your superiors in the Alcohol Tax Unit ? 

Mr. WuiseNHUNT. The only one that I think caused them any 
unrest was the contribution to the Republican Party. That’s just my 
personal opinion. 

Mr. Tosrn. And do you feel that the fact that you made a contri- 
bution to the Republican campaign weighed against you 

Mr. Wuisenuunt. I heard it through rumors, and that was the 
statement you read. 

Mr. Kine. Something went wrong with South Carolina this last 
fall then ? 

Mr. Wuisenuunt. Fouled things up; yes, sir. There are more 
Democrats voting Republican down there. Well, I don’t know; about 
as many. 

Mr. Kina. The record would bear that out, would it not? 

Mr. Wuisenuunt. I think so. 

Chairman Kran. Mr. Avis, in this statement, did not object to the 
contribution to the Democratic Party. He objected to the contribu- 
tion to the Republican Party, and then objec ted to your having en- 
gaged in factional politics. At least, he referred to that in his memo- 
randum. 
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Mr. Toptn. He is not really objecting to either. He notes that Mr. 
Whisenhunt has been mixed up in factional Democrat politics, and 
he then states: 

You will recall that he made a substantial contribution to the Republican 
campaign at the last general election. 

He mentions that specifically. 

Chairman Kean. Why should he mention it? 

Mr. Tosrn. I do not know, sir. 

Mr. Byrnes. To whom is he writing in this letter ? 

Mr. Tosty. To Mr. Mealey. 

Mr. Kine. I think if I were your boss I would object to your playing 
both sides. 

Mr. WutsenuuNT. I don’t play both sides. I think it’s good politics 
to contribute to both sides. 

Mr. Kine. But that is not playing both sides? 

Mr. Wuisenuunt. I think play both sides. 

Mr. Kr. I think it is your privilege. 

Mr. Wuisenunt. I didn’t play both sides when it comes to voting. 
They know how I voted. In South Carolina, as far as State politics 
go, you don’t have but one side. 

Mr. Kine. That is right. 

Mr. Wuisennunt. And they came to hold it against me because I 
voted and expressed an opinion on this. That’s all I did. I haven’t 
anything against the Democrats. My people were Democrats. I was 
born and raised a Democrat, but on national politics I would like to 
vote for the man I think is best fitted for the office, which I did. In 
the State I did the same thing. I don’t think the fact that I voted 
cr expressed an opinion should be held against me, and I deny any 
other action there. 

Now, I would say this: that, as I understand it, I have been charged 
here with political activity, and to please show me from the file or from 
my sti anding tod: Ly how political activity has helped me. If I had 
come in 1 year ago, a little over a year ago, because 1 year oa you 
come in—you come at 7 and you go to 8, and I have been kept in 8, and 
1 think wrongfully so, and that’s why I say that, and I have told my 
Congressmen and Senators so, and I am telling them again, and if 
should be disciplined for it, let them try it—let them do it; its all 
right. This is America, I hope. 

‘T'm in the same grade today after all my service, and I have just 
a few reports here which would show my name either at the top or 
almost at the top in production, even for the period that I was investi- 
gated for. Why arethey after me? I don’t know of any wrong I done. 
But I suspect they he ¢ been after me since °46 because they found me 
probing into whisky being shipped into the States, legal whisky on 
which the State was being defrauded of the tax, and if your commit- 
tee, sir, will investigate that I think you will find it true, and that’s 
why in my opinion—that’s just one man’s opinion—why I’m here to- 
day. I have sufficient evidence to give to your committee that that 
happened, and I don’t believe that the Members of Congress in those 
States would approve of people who were supposed to stop that flow 
of whisky not doing anything about it. It looks like there is some 
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reason for it, and here is a statement by Judge Wham in the I}linois 
district which just gives you a sample of what may have happened. 

Chairman Kean. Do you wish this to go in the record ? 

Mr. Wuisenuunt. Let it go in the record. 

Chairman Kean. Do you request that it go in the record ? 

Mr. Wuisenuunt. I’m not requesting. I don’t mind. 

Chairman Kean. You cannot have the record just show that a paper 
was handed to Mr. King. 

Mr. Kino. I do not know why he handed it tome. I was on another 
track altogether and here I got off onto something else. 

Mr. Wuisennunt. I didn’t mean to pick on you. 

Mr. Kine. No. You were not doing that. I just wanted to observe 
that the other day a gentleman got on the stand who was indicating 
that political influence had been brought to bear during his experience 
in the Bureau, he never had any, and yet he rose from his post in the 
Bureau, having passed an examination in Florida, to one of the high- 
est positions possible for him to obtain without any political influence. 
It now appears that you have used political influence and it has not 
gotten you anywhere. 

Mr. Wuisenuvnt. It has not, sir, and I state that I am at the top— 
not at the top, but some of the times, most of the time, until my health 
got bad—about at the top in production. 

Chairman Kran. Mr. Whisenhunt, with reference to this paper you 
have just handed to Mr. King, it purports to be a portion of a decision 

rendered by a judge in the State of Illinois. As we do not have the 
whole decision, and this is an unverified extract, I do not think we 
ought to put it in the record at the moment. 

Mr. WutsENuUNT. Let’s leave it out, sir. 

Mr. Byrnes. Mr. Chairman, it also is not particularly germane to 
any Federal operation, with reference to the eile or to the opera- 
tions of the State enforcement officers in the State of Georgia. It does 
not have anything to do with Federal operations. 

Mr. Torry. In any event, Mr. Whisenhunt, if you make those avail- 
able to us we will give them all the consideration we can. 

Mr. WutsenHunt. Here is a judge that tried the Weinberg case. 

Chairman Kean. Are you requesting that these letters be put in 
the record? Do you want to put it in the record? If you request it 
we have no objection to putting it in the record. 

Mr. Wutsenuunt. Inasmuch as the question has been raised about 
I made an illegal seizure, here’s a judge that had trial and here’s his 
decision on it. 

Chairman Kean. Without objection, these two letters will be placed 
in the record. 

Mr. Saptak. May we have them identified so we will know what 
they are? 

Mr. Tortn. One letter, dated July 7, 1951, is from the judge who 
tried the Weinberg case, which involved this controversy and seizure 
of whisky about which Mr. Whisenhunt has been testifying. 

Chairman Kean. We will have the reporter copy that in the 
record. 


29091—53 
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(The letter referred to follows:) 


J. Wooprow LEWIS, 
Judge, Fourth Judicial Circuit, 
Darlington, S. C., July 7, 1951. 
Mr. George H. WHISENHUNT, 
Florence, 8S. C. 

Dear Str: I had intended to write to you sooner with reference to the Wein- 
berg case tried in Darlington a week or so ago, but due to various reasons I 
neglected to do so. 

You will recall that this is the case in which you testified involving a viola- 
tion of the liquor laws. Due to the fact that the jury acquitted the defendant, 
I wanted to let you know that the acquittal is not due to any failure on your part 
or the officers to properly present the case. You and the other officers are to be 
commended for your actions in this matter and for the fair and impartial 
handling of the case. In my opinion, there can be no doubt in the mind of an 
unbiased person that the defendant was guilty. 

I wholeheartedly endorse and approve your actions in this case, and just 
wanted you to know it. The reputation of the defendant for violating the liquor 
laws is known by everyone 

If I can ever be of assistance to you, do not hesitate to call on me. 

With best wishes, I am 

Yours very truly, 
(Signed) J. Wooprow Lewis. 

Mr. Torry. The other is a letter dated December 20, 1950, directed 
to Mr. Whisenhunt from a district judge in Charleston, 8. C., com- 
mending Mr. Whisenhunt for his work. That was not a Federal 
judge; is that right? 

Mr. Wutsennunt. That was a State judge. That was tried in a 
State court, and through my insistence it was sent back from the 
Federal to the State. 

Chairman Kran. You might show the letters to Mr. Sadlak. 

Mr. Sapiax. I have no objection, but I thought they ought to be 
identified. 

Chairman Kran. We will have the reporter copy the letter of 
December 20, 1950, into the record. 

(The letter referred to follows:) 


UNITED STATES District Court, 
EASTERN DISTRICT OF SoUTH CAROLINA, 
Charleston, S. C. 
Chambers of J. Waties WARING, 
District Judge. 
Mr. GeorcE H. WHISENHUNT, 
ilcohol Taw Unit Investigator, Florence, S. C. 


DEAR Mr. WHISENHUNT: You informed me that you have made an appeal 
relative to your rating in your department. You ask that I give you the benefit 
of my opinion of your work. I have had frequent occasion to see you in court 
testifying and handling cases involving violations of the internal-revenue laws. 
I wish to say that I know of no officer in your department in whom I have more 
confidence or faith. I have found you scrupulously careful to examine into and 
correlate all the facts, and you have shown zeal and energy in investigating cases. 
At the same time, I wish to commend your fairness in presentation of cases for 
when you have felt that the evidence was not conclusive beyond a reasonable 
doubt, you have been fair enough to say so. If I were rating you, I would not 
hesitate to place you in the top bracket. 

You are at liberty to use this letter in any way that you wish. With best 
regards, 

Very truly yours, 
(Signed) J. Watres WarInNa, 
United States District Judge. 
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Mr. Wuisenuunt. Here is a request that I made to the Civil Service 
Commission for a hearing when my grade was reduced. I have never 
been able, with all the political influence that I was presumed to have, 
to get a hearing when my grade was reduced. 

Chairman Kean. Do you want this put in the record. I do not see 
any reason for it. 

Mr. Wuisenuunt. Then, let’s don’t, sir 

Mr. Kina. I had three points in mind, and you became involved in 
this correspondence before I got to the third one. 

On one occasion the entire delegation from your mane, South 
Carolina, advocated your being promoted; was it one jump? 

Mr. Wuisenuunt. Being promoted to investigator in cho rge. 

Mr. Kine. And at that time you were holding what position ? 

Mr. Wuisenununt. I was the same grade that Mr. West was, who 
got it. 

Mr. King. Then the entire delegation of your State, a very impor- 
tant delegation, was unable to exert political influence upon your 
superiors, at least in that case? You did not get the job? 

Mr. Wuitsenuunt. That is correct. 

Mr. Kine. You did not get the position for which you were unani- 
mously recommended? They un: res sly recommended you for it ? 

Mr. Wuisennunt. That’s correct; I did not get the position. 

Mr. Topnin. On that same point, Mr. Whise nhunt, the support which 
you had previously been able to muster and which you subsequently 
mustered, did, however, prevent some recommendations for your sepa- 
ration or transfer or dismissal from taking effect; is that not true? 

Mr. Wuisenuunt. Mr. Tobin, would you mind, just a little louder. 
I can’t hear you. 

Mr. Topsrn. With respect to the efficacy of the outside assistance 
which was brought to bear on the Bureau in your behalf, at whosever 
instance it came, the testimony this morning indicates, as does the 
record with the Bureau, that on several occasions you were recom 
mended for separation, for disciplinary transfers, for various other 
disciplinary measures, and on each of those several occasions, discipli 
nary action contemplated by the Bureau was not put into effect; isn’t 
that true? 

Mr. Wrusennunt. Now, Mr. Tobin, you read a long list of events 
there, and ask me to answer. It’s difficult for me to follow you on 
that. As I understand, I was never officially notified that I was sep- 
arated from the Government. I was only once officially notified that 
I was transferred. 

Mr. Torry. Officially notified or not, the knowledge seems to have 
come to you on several occasions that you were in trouble with the 
Bureau, because, on each of these several occasions, considerable pres- 
sure was brought to bear upon the Bureau by members of the South 
Carolina delegation and others, to—— 

Mr. Wutsennunt. I don’t know that. 

Mr. Torry. May I finish my question ? 

Mr. Wuisenuunt. I am sorry. 

Mr. Toxin (continuing). To protest proposed transfers of you, and 
proposed dismissals from the service, of you, and on each of those 
other occasions, the dismissal, the transfer or whatever else the Bureau 
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had in mind, did not take place. You have testified that you were 
never transferred from Florence, S. C., for example. 

Mr. Wuisenuunt. After I arrived there. 

Mr. Tostn. We have read into the record at least two instances when 
your transfer was recommended. Neither transfer took place; isn’t 
that so? 

Mr. Wuisennuunt. My answer to that, Mr. Tobin, would not be 
“Yes” and would not be “No.” I don’t know. All that I insisted 
upon or asked for was to see that I got a hearing in the event that 
something did happen. I don’t know that my fallen was used to 
keep me from being transferred, sir. I requested the only time that 
I did receive a transfer—let’s get that point clear—that I did object 
to that. I took transfers prior to that, but I mean, the only one in 
question here is when I got orders to be transferred; I did object to 
that, and I objected that I didn’t think I should be transferred, and 
I think it was improper. 

Mr. Tosrn. You have already testified to that. Did you ever get 
a letter of charges from the Bureau ? 

Mr. WuisEenuHuNT. Once. 

Mr. Tosrn. When was that? 

Mr. Wuisenuunt. That, as well as I remember, sir, must have been 
in 1937, the first time that I know I was investigated there. 

Mr. Tosrn. Was that official notice to you that you were under 
investigation ? 

Mr. Wuisenuunt. Yes, it was. 

Mr. Tosry. It isnow. Was it earlier in your testimony ? 

Mr. Wuisennunt. That is the only time that I ever had charges 
submitted to me. 

Chairman Kran. The committee has to go over on the floor. 

Thank you, Mr. Whisenhunt. You do not have any other ques- 
tions? 

Mr. Sapiax. No; I want to answer the quorum call. 

Chairman Kran. Thank you. 

The committee is adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 12:20 p. m. the committee recessed until 10 a. m. 
Wednesday, March 11, 1953.) 
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WEDNESDAY, MARCH 11, 1953 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
REVENUE LAWS OF THE COMMITTEE ON WAYS AND MEANS, 


Washington, D.C. 


The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Kean, Martin, Sadlak, King, O’Brien, 
and Boggs. 

Also present: John E. Tobin, chief counsel, William P. Hindman, 
Jr., assistant chief counsel; Arthur J. Schissel, attorney; and Jos. 
M. F. Ryan, Jr., assistant counsel. 

Chairman Kran. The subcommittee will come to order. 

Mr. West, will you come up, please ? 

Will you raise your right hand? Do you solemnly swear the test1- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. West. I do. 


TESTIMONY OF LEWIS W. WEST, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION, SOUTH CAROLINA, BUREAU OF INTERNAL 
REVENUE 


Mr. Tosrtn. Mr. West, will you give your full name to the re- 
porter, please. 

Mr. West. Lewis, L-e-w-i-s, W. West. 

Mr. Tortn. And what is your present position with the Bureau 
of Internal Revenue, Mr. West ? 

Mr. West. I am the head of the Alcohol and Tobacco Division in 
South Carolina. 

Mr. Tostn. And that is the same position that was known as in- 
vestigator in charge before the reorganization ? 

Mr. West. Yes, sir. 

Mr. Tosrn. For the State of South Carolina? 

Mr. West. Yes, sir. 

Mr. Tostn. And how long have you held that post? 

Mr. West. Since September, 1946. 

Mr. Torry. And prior to that time what was your position? 

Mr. West. Well, immediately pior to that I was the assistant to the 
investigator in charge and before that I was investigator, in the 
field. 

513 








514 INTERNAL REVENUE INVESTIGATION 


Mr. Tostry. How long had you served as assistant? Was that first 
assistant to the investigator in charge? 

Mr. West. Well, there is only one. For something over 2 years. 

Mr. Tosrn. This was Mr. Nollie Robinson ? 

Mr. West. Yes, sir. 

Mr. Torry. Mr. Robinson became ill in late 1945 and early 1946; 
did he not ? 

Mr. West. Yes, sir. 

Mr. Torry. And at that time did you become the acting investiga- 
tor in charge ? 

Mr. West. Yes, sir. 

Mr. Torry. And you held that post for a matter of several months, 
did you not ¢ 

Mr. West. Yes, sir. 

Mr. Tostn. Until Mr. Robinson died ? 

Mr. West. Yes, sir. 

Mr. Tostn. During the time that you were serving as acting inves- 
tigator in charge in South Carolina was there a consider: able effort 
made by other employees subordinate to you and to Mr. Robinson, 
to obtain Mr. Robinson’s post in the event he died? 

Mr. West. Yes, sir. 

Mr. Tostrn. Would you describe the nature of those efforts, please, 
and how you learned about them ? 

Mr. Wesr. After Mr. Robinson had been ill for several months I 
heard that a couple of the other investigators had been making con- 
tacts with the purpose in mind of succeeding to Mr. Robinson’s job, 
in the ease of his death. 

Mr. Tosrxn. Who were these investigators ? 

Mr. West. There was investigator George Whisenhunt and H. P. 
Clary. 

Mr. Torin. That is C-l-a-r-y? 

Mr. West. Yes, sir. 

Mr. Tosty. And with whom were they making contacts, in order to 
ret the job? 

Mr. West. I can’t state whom they were making contacts with. All 
I heard was that they were going about from place to place, seeking 
endorsements, and so forth, for the job. 

Mr. Tonry. From people outside the Bureau of Internal Revenue, 
you mean ¢ 

Mr. West. Yes, sir 

Mr. Tostn. And did you come to understand during this period 
that those efforts on the part of either Mr. Whisenhunt or Mr. Clary 
were possibly to be rewarded with success ? 

Mr. West. Yes, sir: I heard not long before Mr. Robinson died that 
Investigator Whisenhunt had been virtually assured of the appoint- 
ment 

Mr. Tonrn. Did you come to understand that he had, in fact, se- 
cured the endorsement of the entire South Carolina delegation in 
Coneress ? 

Mr. Wesr. Yes, sir 

Mr. Torry. And did you at that time attempt to see what you could 
do to promote your own candidacy ? 

Mr. West. The first thing I did when I first heard about it, I 


wrote-—— 
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Mr. Torstn. Mr. Berkshire? 

Mr. West. Berkshire—a letter, and told him what was going on, 
and asked him to make an investigation in South Carolina before he 
committed himself on the question. 

Mr. Tosrn. Did Mr. Berkshire ever reply to that letter ? 

Mr. West. No, sir. 

Mr. Tosrn. Did you thereafter, during this period while you were 
still acting investigator in charge, contact some of your own friends 
in South Carolina ? 

Mr. West. Yes, sir. Well, after I had waited several weeks and 
didn’t hear from Mr. Berkshire, I talked to a few people around 
Columbia whom I knew, and told them the situation and told them 
that if it became apparent that the job would be given to someone on 
the basis of political preference that I would like for them to sup- 
port me. 

[ told them that I was in a rather embarrassing position, as being 
Mr. Robinson’s assistant I wouldn’t have him hear of it for the world, 
and asked them not to do anything at that time, but just to be prepared 
to help me if the opportunity presented itself. 

Mr. Tosrn. Mr. Robinson died on August 12, 1946; is that right? 

Mr. West. Yes, sir. 

Mr. Tosrn. Shortly after his death did you come to understand 
that Mr. Whisenhunt had been assured of the post ? 

Mr. West. Yes, sir. I had heard that before, and I heard it again. 

Mr. Toprn. Did you discuss the matter with your superiors in the 
field in the Atlanta district ? 

Mr. West. I did not, because I heard that Mr. Clary had—well, I 
think I did tell them what was going on in conversation, but I didn’t 
ask them for any support, because I heard that they had told Mr. Clary 
that the matter was to be handled in Washington; that they had 
nothing to do with it. 

Now, when they came over to Mr. Robinson’s funeral I told them 
that I would like to talk to them after the funeral, and after the 
funeral they shook hands and said good-by and didn’t give me an 
opportunity to discuss it with them. 

Mr. Tosrx. When you say “they” you mean Mr. W. D. Hearington, 
the then district supervisor ? 

Mr. West. Mr. W. D. Hearineton and Mr. Donald S. Tydings. 

Mr. Tonrn. You were unable to discuss this matter with either 
of them ? 

Mr. Wesr. No: and that’s the only time that I act tally tried to 
discuss it with them more than just telling them what had been going 
on previous to that time. 

Mr. Tostn. What did you next do? 

Mr. West. Well, I took the train to Washington the night after 
Mr. Robinson’s funeral and came to see Mr. Dwight E. Avis. 

Mr. Tostn. Was this trip at your own expense / 

Mr. West. Yes, sir. I was on annual leave. I was on leave when 
Mr. Robinson died, and I just continued on leave. 

Mr. Torin. And you came to Washington at your own expense 
and discussed this matter with Mr. Avis? 

Mr. West. Yes, sir. 

Mr. Tosrn. What was the substance of your discussion with him? 

Mr. West. Well, I came in to see Mr. Avis and told him what I 
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had heard, that the entire delegation had endorsed Mr. Whisenhunt, 
and I told him that I didn’t think those endorsements meant too 
much because they were obtained prior to the time of Mr. Robinson’s 
death and that I didn’t believe the Senators and Congressmen knew 
that there was anyone else interested in the job and that they probably 
gave the endorsements to him as the only applicant. 

Mr. Torrn. And then did you discuss the matter with Mr. Mealey ? 

Mr. Wesr. Mr. Avis took me upstairs to Mr. Mealey; yes. 

Mr. Tosry. And what did you and Mr. Mealey have to say to 
each other ? ; ; 

Mr. West. Well, Mr. Mealey pulled a letter out of his desk and he 
said that he had gone over my record since I had arrived, and that 
I had done a good job, appare ntly, and that I was properly qualified 
for the job, but that in view of the fact that the entire delegation had 
endorsed Mr. Whisenhunt, that he would get the job. 

Mr. Torin. What did you say to him ? 

Mr. West. I told him the same thing that I told Mr. Avis, that I 
didn’t think the endorsements were of too much value because Whisen- 
hunt. was probably the only candidate that had approached any of 
the Senators and Congressmen, and that I believed that if the proper 
effort was made, that they wouldn’t continue to endorse Mr. Whisen- 
hunt. 

Mr. Torry. Did you ask Mr. Mealey to give you time to see what 
you could do to repair some of the damage the at had been done to your 
own candidacy ¢ 

Mr. Wesr. Yes, sir; I asked him to give me some time, and he asked 
me how much time I needed and I told him that if I couldn’t do any- 
thing in 2 weeks that I wouldn’t be able to accomplish anything at 
all. He didn’t definitely state that “I will give you 2 weeks” but he 
indicated that he would give me sufficient time. 

Mr. Tosrn. And he stated to you that in the absence of some suc- 
cess on your part that Mr. Whisenhunt was to get the post. 

Mr. West. Tan, sir. 

Mr. Tosrn. So, thereafter, what did you do? 

Mr. West. I returned to South Carolina. I still had a week’s 
leave coming, and I drove all over the State and contacted all the 
friends that I had, and got them to get in touch with their friends, 
and then I contacted three of the Congressmen and both Senators in 
person and wrote to another Congressman. 

Mr. Torry. And what was the result of your efforts to get some 
endorsements for yourself? 

Mr. West. Well, I eventually got the job. 

Mr. Tosrn. Were you successful in persuading some of these Mem- 
bers of Congress to change their endorsements from Mr. Whisenhunt 
to yourself ? 

Mr. West. Yes, sir. 

Mr. Tortn. And on the basis of having secured some of these en- 
dorsements, were you then able to get the job? 

Mr. West. Yes, sir. 

Mr. Torin. Mr. Chairman, at this time I would like to put into the 
record a memorandum dated September 10, 1946, from Mr. Mealey to 
Mr. Schoeneman with respect to this post. 

Mr. Kina. I understand, Mr. West, that there is a rule in the Bureau 
that forbids Bureau officials from seeking outside endorsements. Of 
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course, that is endorsements from persons not associated with the 
Bureau. 

Mr. West. Since I have been connected with the Bureau I can’t 
recall any specific instructions on the matter. There is probably some- 
thing in the general regulations to that effect, but I can’t recall just 
where it is, or don’t know for certain that there is such a regulation. 

Mr. Kine. Did I understand you to say, Mr. Counsel, that there 
was such a regulation ¢ 

Mr. Tostn. Yes, sir; it is contained in a pamphlet of instructions 
to employees. As a matter of fact, we reprinted some of the rules in 
our report at the end of the last session. 

Mr. Kina. It seems to me that that is going a little bit afield, or 
beyond the field. These jobs are filled generally at the discretion of 
the appropriate officer in the Bureau, are they not? There are always 
2 or 3 applicants for the job, with relatively equal status or rank, are 
there not? 

Mr. West. I suppose there are; yes, sir. 

Mr. Kina. So discretion then is generally exercised by someone in 
the Bureau as to which one of several men might succeed to a vacancy 
such as in the instant case? 

Mr. West. Yes, sir. 

Mr. Kine. That would mean that if you were acquainted with me 
I would be precluded, as a Member of Congress, else 1 might endanger 
your status, if I were to choose to pass on my knowledge of your 
capabilities and your integrity to an officer of the Government that 
had discretion to select from several, among which would be yourself ? 

Mr. Wersv. I suppose the strict interpretation of the regulations he 
mentioned would preclude such a contact. 

Mr. Krneg. Do you know how long, Mr. Counsel, that has been a part 
of the regulations? 

Mr. Tontn. As far as I know it has been part of the regulations for 
years. The earliest publication of the instructions to employees that 

have seen contains that. 

Mr. Kina. Then, of course, if it were done voluntarily by someone 
interested in your welfare, that would not injure you. However, the 
implication would always be that you had solicited and brought 
about this letter. 

Mr. West. It would be very unusual for a Congressman or Senator, 
I think, to go out and do very much unless he was asked to do it. 

Mr. Kine. Sometimes they do. 

Mr. West. Oh, I’m sure they do. I’m sure they would in some 
cases. 

Mr. Kine. Mr. Chairman, I think you will agree with me that it is 
putting an employee of the Government in a peculiar position. If he 
feels proud of his record and he finds and probably believes, with 
considerable justification, that someone else might be surreptitiously 
bringing about congressional endorsement, I think that just an ordi- 
nary and good employee of any department would feel like having 
his attributes made known. Of course, we take for granted that a 
responsible superior officer would have the better knowledge, but then 
our experience teaches us that sometimes this better knowledge can 
be modified a bit by pressures. I do not know how we can avoid 
that sort of thing, but I hesitate to think that an old employee of the 
Government or any other enterprise is going to be precluded from 
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Soran his abilities brought to the attention of the proper persons. 
In fact, a lot of private enterprises in the country seek out people or 
citizens who know an applicant. It is not at all unusual in my office 
to receive from an insurance company or any other enterprise a letter 
saying “Your name has been given, will you kindly fill out the enclosed 
heet ¢” or something of that kind. It has been made, I believe, to 
appear to be a bad practice or a practice that should not be condoned, 
and I personally do not see anything wrong with it. We fill the 
Academies. The Military Academy and Naval Ac ademy personnel 
largely chosen by Members of the Senate and the House in the 
Congress. 

With respect to those Members, I do not know that any more re- 
sponsible or delicate positions could be filled than those. Nothing 
has ever been said or done which has made it appear to have been 
an improper practice for elected representatives of the Government 
indicating to the military authorities apt young men whom they feel 
should be serious ly considered. 

An endorsement does not necessarily spell out the capabilities. I 
would have no way of knowing your capabilities. Your superiors 
would know that. However, I could bring to their attention your 
good standing in the community and your good family. It is up to 
them to know whether your work has been good. 

Mr. West. I agree with you, Mr. King. You can’t take politics out 
of the bureaus, and I don’t think it would be wise to do so because 
a bureau chief is just as much subject to error as a politician, and a 
politician, if he is a good politician, is not going to recommend any- 
body for a job unless he thinks the man will be good for the job. 

Mr. Kine. You cannot take politics out of life in this country. I 
think it is a part of our life. I think we are finding it out more as 
we go along. 

I will put it this way: I do not know how these things are going 
to be prevented. If I were in a responsible position, having the dis- 
cretion of filling a responsible job in the Government, I would want 
cross-thinking of the people who knew the various applicants. This 
Government is quite large now, and I can see from the scuttlebutt, 
which is what it is, that goes on in all these departments, that a 
superior officer closeted as he is generally with thousands of employees, 
would welcome both adverse and commendatory word from disinter- 
ested persons or interested persons. I do not know how it is going to 
be presented, and I do not feel that it should be rated as a black mark 
unless it is under pressure, and so forth. 

We should have confidence enough in men in responsible positions. 
They are not fitted for the positions if they are not able to steel them- 
selves and determine between unusual undue or threat pressures, as 
compared with just a free expression of what one man thinks of 
another. 

Chairman Kran. Mr. West, did you just make a staternent tha: you 
cannot take politics out of the Bureau, and you do not think it should 
be taken out ’ 

Mr. West. Yes, sir; I'll explain that a little bit. 

Chairman Kran. What do you mean by politics? I agree with what 
the gentleman from California says about the fact that it does seem 
foolish to have a regulation that you know is not going to be carried 


out, which is going to prevent a man, if you happen to be a friend of a 
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certain Congressman saying, “I am hoping for this job. Will you 
write me a letter to the Bureau endorsing me?” However, that is ve ry 
different from politics. I mean it is different from pushing the top 
people in the Bureau to appoint a person for pure sly politic ‘al reasons 
for the reason that he may h: ave re ‘latives who in some way he Iped in 
the election of the Member of Congress, rather than a question of 
purely his qualifications and ability. which may have become known to 
the Congressmen. 
Section 22 of the Rules of Conduct, Says: 


Outside influence concerning promotions or appointments forbidden 


It is evidently a law. 

Section 10 of the Civil Service Act reads: 

No recommendation of any persons who shall apply for office or place under 
the provisions of this act, which may be given by any Senator or Member of 
the House of Representatives, except as to the character or residence of the 


applicant, shall be received or considered by any person concerned in making any 
examination or appointment under this act. 


rh 


Phat section does not prevent in any way the type of recommendation 
that Mr. King was talking about, but it might prevent the type of 
recommendation which says that so and so was a Democrat or so and 
so was a Republican, and therefore he should not be appointed, as has 
been testified before this committee. 

You did know about this regulation; is that right? 

Mr. West. Yes, sir; I knew there was something somewhere. As 
1 say, I didn’t know where, but I had never received any specific 
instructions. 

Chairman Kran. Did I understand that you do not read the regula 
tions? 

Mr. Wesr. Well, I have read them, but it has been years ago. 

Chairman Kran, I think you ought to read them every now and 
then to be sure you are not breaking them. They are there to be 
followed and not to be broken. If you do not read them every few 
months, you are going to break them. 

Mr. West. I did take, you might say, the precaution of consulting 
my superior officers before I took iinee ste ps. I had to fight fire with 
fire. In other words, the job was about to go by default, you might 
say. 

Mr. Kine. I think you did just about the same thing that most 
anyone would do under the circumstances. You felt you were as 
qualified as another man in the office. You learned that others were 
using their Congressmen or congressional recommendations, and you 

saw fit to go out and do the same thing on the basis that you had felt, 
and probably do now, that that was an effective way of having atten- 
tion brought to you by the appropriate officials. 

Mr. West. Yes, sir. When I got to Washington, Mr. Mealey said, 
“Well, we didn’t know you were a candidate.” 

Chairman Kran. Do you think that decisions by the head of the 
bureau should be made in this type of bureau, a sensitive organization 
like this, on the basis of political recommendations rather than on the 
basis of merit? 

Mr. West. No, sir; I think that the administration should lay down 
a definite policy and require the bureau heads to follow it; that is, 
that they should listen to the legitimate complaints or recommenda- 
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tions of Congressmen, and the bureau chief should be supported when 
he thinks that an improper recommendation has been made. In other 
words, the man has got to have some backbone to resist the bad recom- 
mendations and accept the good. 

Chairman Kean. Would you say if two men, for instance, were con- 
sidered 90-percent efficient and then one man had a better political rec- 
ommendation than the other, that the political man should be put in? 

What would happen if one man was rated 85 percent and the other 
90 percent? If the bureau figured that the man with the higher rating 
was the man for the job but this other one was just a little poorer, 
but he had the political endorsements, ome you say the man with 
the political endorsements should be appointed, in this type of 
bureau ¢ 

Mr. West. Well, you can get up to a hairline, dividing the thing 
one way or another, and it would be a very difficult question to deter- 
mine. There is not any perfect system. I wouldn’t say there is any 
perfect system, and I think that system is about as good as any 
because, as I said before, if a man can get the endorsements of the 
Senators and Congressmen, he certainly has to have something. He 
has to be pretty well liked back in his own State or he can’t get those 
things. 

Chairman Kran. These endorsements, according to these rules of 
conduct, should be only as to character 

Mr. West. That’s the only reason I thought—I couldn’t say it was 
the only reason I sought them, but that’s the only basis on which 
I sought the job, that I was as well or better qualified—probably 
better qualified in experience, than any of the other candidates, and 
that I had been serving in that job in an acting capacity and had 
done well at it from all reports. 

Chairman Kean. When you talked to these other Congressmen 
did you at any time say to them that it was reputed that Mr. Whisen- 
hunt was a Republican or a contributor to the Republican campaign ? 

Mr. West. I did not. I didn’t make any campaign on the basis 
of my opponent’s shortcomings at all. I made it on the basis of my 
own record. I didn’t know any of the Congressmen or Senators per- 
sonally at that time, and I had to get recommendations to the Senators 
and Congressmen from people that I thought they would have con- 
fidence in. 

Mr. Sapiak. Mr. West, when did you first come into civil service? 
Mr. Tobin qualified your service, I believe, down to 1945, but he did 
not stipulate as to when you first came into the service. 

Mr. West. I came in in 1934, February of 1934. 

Mr. Sapiaxk. Asa result of a civil-service examination ? 

Mr. West. I was given a temporary appointment pending the 
standing examination, and I took the examination and passed it, sir. 

Mr. Sapiak. And you made some progress in the service and you 
had promotions? 

Mr. West. Yes, sir. 

Mr. Saptak. Did you ever have to seek outside assistance ? 

Mr. West. I did not—not until 1946. 

Mr. Sap.ax. It strikes me then that you needed no assistance, or 
suppose I called it PI, would you know what I have reference to? 
Mr. West. Political influence. 
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Mr. Saptax. You have heard the term before ? 

Mr. West. No I just put the initials together; that’s all. 

Mr. Sapiak. Then it strikes me that from ‘the time you came into the 
Internal Revenue Bureau you needed no outside assistance or, as I 
termed it “PI”, which you say you have an acquaintance with, but 
not a very close one. It seems to me that on the basis of your ability 
you were able to obtain those promotions until you reached this 
higher level, and then at that time you found it practically mandatory 
to obtain that assistance; other wise, you would have been left at the 
starting line. Is that so? 

Mr. West. That’s correct, sir. 

Mr. Tosrn. Mr. West, to summarize your testimony on this point, 
you have told us, with respect to this Mealey-Avis conference that you 
had, that these gentlemen told you that in their view you were best 
qualified for the job, and that if they were free to make the appoint- 
ment they would appoint you; is the it right 4 

Mr. West. Well, he didn’t ex: actly say it in those words. He said 
that. I was well qualified for the job, but they hadn’t known that I 
was a candidate, and that in view of these recommendations that the 
other man would get the job. 

Mr. Tosrn. And that if you were to be a candidate, and wanted 
to get the job, it would be up to you to do something about these 
endorsements ? 

Mr. West. Yes, sir. 

Mr. Tosrn. And you got 2 weeks to do that ; and, with the full know!l- 
edge of your superiors, you went out to get the necessary endorse- 
ments, in order to get the job for which they told you you were 
qualified ¢ 

Mr. West. Yes, sir. 

Mr. Tosin. Mr. Chairman, may I read that memorandum at this 
time that I asked to be included in the record ¢ 

Chairman Kean. Yes; without objection, it may be put in the record. 

Mr. Tosin. This memorandum is dated September 10, 1946, and 
is from Deputy Commissioner Mealey to Commissioner Schoeneman. 
It reads as follows: 

Nollie Robinson, investigator in charge for the State of South Carolina, died 
on August 12. His grade was CAF~-10, salary of $5,152.80 per annum. Since 
that time we have been petitioned by the following four investigators in South 
Carolina for promotion to this position: 

Lewis W. West, investigator, CAF-7, $4,024.60 per annum.—West has been 
endorsed by Senator Johnston over the telephone. The Senator was reminded 
that he had already signed a petition for Whisenhunt, but said he did not give 
the matter any consideration at that time. West has also been endorsed by 
Congressman J. P. Richards, who signed a petition for Whisenhunt, and by 
Bryan Dorn, Congressman-elect, Third District, who replaces present Congress- 
man Butler B. Hare, who has endorsed Clary. West has been endorsed by 
Congressman Joseph R. Bryson, who also endorsed Whisenhunt. 

Henderson P. Clary, investigator, CAF-7, $4,149.60 per annum.—Endorsed by 
Congressman Mendel L. Rivers, who also endorsed Whisenhunt. Endorsed by 
Butler B. Hare, Congressman, who also endorsed Whisenhunt. Clary has also 
been endorsed by United States District Court Judge (Bastern District of South 
Carolina) J. W. Waring. 

Strother S. Sligh, Jr., investigator, CAF-—7, $4,149.60 per annum.—He has ap- 
plied in person for this promotion. He has no endorsements. 

George Henry Whisenhunt, investigator, CAF-7, $4,149.60 per annum.—En- 
dorsed by United States District Court Judge C. C. Wyche, of Spartanburg, 8. C. 
There has also been presented a petition, which is attached, endorsed by Senators 
Maybank and Johnston; Congressmen Hare, Richards, Bryson, McMillan, Rivers, 
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and Riley. As I previously mentioned, Johnston has also committed to West, 
as have Congressmen Richards, Bryson, and Congressman-elect Bryan Dorn. 
Rivers, whose name appears on this petition, has also endorsed Clary, as has 
Congressman Hare. West was assistant to Robinson. I have personally inter- 
viewed him and believe he would be well qualified for the position. However, 
I do not want to make any definite recommendation to you, as I believe, from 
talking with Mr. Berkshire, he may be more or less committed to Whisenhunt. 
I am, therefore, submitting all of the details, in order that you may make a 
selection for this position. 

When were you appointed as investigator in charge, Mr. West? 

Mr. West. I believe it was Se ptember 22. 

Chairman Kran. With reference to that memorandum that was read 
in the record, if you carry out the meaning of these rules of conduct, 
there is no reason why a Senator should not endorse a half dozen. 

Mr. Torin. As to character and residence, there is no reason at all. 

Chairman Kran. These rules here refer to recommendations as to 
character or residence. It seems to me that the Bureau, by their 
memorandum there, was not carrying out its own rules of conduct 
because they were considering these recommendations on an entirely 
different basis from merely the question of character. 

Mr. Kine. Perhaps it would be well to have the definition of the 
word “character” defined. Character, it would seem to me, would 
cover a lot of ground. 

Chairman Kran. Character does not necessarily mean political 
action or support or voting the Democratic or Republican ticket. 

Mr. Kine. It could be political character, character of ability, or 
personal character. 

Chairman Kran. It could be “vote the right way.” 

Mr. Kine. It could be. That ought to have another word in there, 
or maybe 3 or 4 more, which the Government uses very often to clarify 
or make the thing more confusing, but just the word “character” leaves 
a lot of ground open for argument. 

Mr. Saptak. I think, Mr. Chairman, they could also define the term 
“civil service.” 

Mr. Martin. Possibly they could define “merit system.” 

Mr. Kine. I agree with the chairman that, if these men are consid- 
ered to have violated the regulations, there certainly is prima facie 
evidence here that their superiors violated it, too. I think it is good 
that this is in the record. It might serve notice on some of the dele- 
gations how silly it is when they all get going in different directions 
on a half a dozen applicants and they do not do anyone any good. Yet 
vhat are they to do when a responsible man in the community brings 
a man to their attention and asks them if they would send in a letter ? 

Mr. Tonin. Mr. West, at the time of your appointment as investiga- 
tor in charge in South Carolina in September of 1946, was it known 
to you and to other employees in your office generally that Mr. Whisen- 
hunt on several occasions previously had been in difficulties with the 
Bureau ? 

Mr. West. Yes ne 

Mr. Tosry. And was it also known to you and to other employees 
that no dis iadaion action against him had resulted from these 
investigations? 

Mr. West. Yes, sir 

Mr. Tosrn. Was it known to you and to mg ‘ employees in the 
office that Mr. Whisenhunt did not choose to be tr ansferred from 
Florence, S. C.; and therefore, was not? 
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Mr. West. Yes, sir. 

Mr. Tosrn. And was he generally regarded by the employees and 
by you, as his superior, as a man w ho could not be dise iplined, as other 
employees could be? 

Mr. West. Yes, sir. 

Mr. Tosry. Why was that? 

Mr. West. Well, it’s purely hearsay on my part. I understood it 
was because of political connections that he h: id. 

Mr. Tonrn. Mr. West, we have had testimony from Mr. Whisen- 
hunt concerning a seizure of liquor from a man named Weinberg in 
the year 1950. I would like to ask you some questions about that. 
Are you familiar with this matter? 

Mr. West. Yes, sir. 

Mr. Tosrn. Was any Federal violation involved in this case ? 

Mr. West. No, sir. 

Mr. Tostn. Was the liquor seized by Mr. Whisenhunt in his ca- 
pacity as a Federal officer taxpaid, so far as Federal taxes were con- 
cerned ¢ 

Mr. West. Yes; it was taxpaid. 

Mr. Torr. Was there ultimately a determination by the United 
States attorney that no Federal viol: ation was involved in this case? 

Mr. West. Yes, sir. 

Mr. Torry. Could you, on the basis of your experience, since 1934, 
in the Alcohol Tax Unit, relate to the subcommittee what connection 
this seizure in the Weinberg case had with Mr. Whisenhunt’s official 
duties as a Federal officer ? 

Mr. West. His statement that I heard here, and other places, was 
that he was assisting this State officer. 

Mr. Tosrn. Was that a State or a Federal matter ? 

Mr. West. A State matter. 

Mr. Tostn. So that he was using his authority, granted by Federal 
law, to assist a State officer in a State case; is that right. 

Mr. West. Yes, sir. 

Chairman Kean. That is common, is it not / 

Mr. West. Yes; quite common. 

Chairman Kran. You try to cooperate with the States? 

Mr. West. The seizure of taxpaid whisky by Federal officers is not 
very common, but they help us out, and we have to help them out. 

Mr. Tontn. What is the procedure customarily followed when liquor 
is seized by Federal officers ? 

Mr. West. We seize mostly nontaxpaid whisky, which is contra- 
band, and it is destroyed at the point of seizure. 

Mr. Tontn. On those occasions when Federal taxpaid alcohol is 
seized by your men, what procedure is to be followed ? 

Mr. West. The procedure is that the seizing officers will make an 
inventory of the seizure at the place of seizure, and give the person 
from whom it is seized a copy of the inventory, signed by the in- 
vestigator. 

Mr. Tosry. Did Mr. Whisenhunt do that? 

Mr. West. No, sir. 

Mr. Tostrx. What does the officer then do with the liquor? 

Mr. West. He would store it in a safe place. Normally they would 
lock it up in the office and report the matter to my office in detail 
immediately. 
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Mr. Tosrn. Did Mr. Whisenhunt do that? 

Mr. West. No, sir. 

Mr. Tost. How did you come to learn, as Mr. Whisenhunt’s su- 
perior, the fact that Mr. W hisenhunt had seized Federal taxpaid 
liquor and had stored it in his garage? 

Mr. West. I attended Federal court in Florence from April 24 
through the 26th. That was Mr. Whisenhunt’s post of duty. On 
the second d: ay of court, we were in the squadroom and Mr. Whisen- 
hunt called Mr. Coats and said, “Let’s talk to Mr. West about this”— 
I don’t know whether he said “taxpaid whisky”; he may have said 
“about this Weinberg case.” 

Anyway, he told me that this man was selling taxpaid whisky out 
of a filling station, but that he was storing it in a house behind the 
filling station and that the man had a tax stamp in the filling station, 
and asked me was it a Federal violation to do that. 

I told him that a Federal tax stamp could only cover one premises, 
but just merely storing the whisky in another premises was not a 
violation, and at the time they were talking then they didn’t tell me 
the whisky was seized. 

I said, “If you will write me a letter on that, I will take it up with 
the Permissive Division.” They are supposed to handle those things, 
and if they say it’s a violation they can make an inspection of the 
lace. 

Then Whisenhunt said, “Well, we helped Huggins make a seizure 
of whisky Saturday night.” This was Tuesday, and I thought he 
meant the previous Saturd: ay night, whereas it was made the Saturday 
night 10 days before; and I said, “Well, it’s not a Federal violation. 
You wiil just have to let Mr. Huggins handle it,” and it was among 
my impressions at that time that Huggins had the whisky; that they 
were merely along. 

I said, “You better write a report on it immediately, because the 
seizure of taxpaid whisky can lead to trouble, because the man from 
whom it is seized is always coming in and saying there was more seized 
than there was seized.” I didn’t ask them at that time exactly how 
much was seized, but I told them to make a complete report and make 
it immediately. 

I frankly forgot about it. On April—let me see; this seizure was 
made on April 16—on May 9 I received a letter from Attorney J. U. 
Watts, and he said that investigator Whisenhunt and Coats had seized 
this whisky and they seized it under very questionable circumstances, 
which he outlined in his letter, and stated that he had not been able to 
get Mr. Whisenhunt to return the whisky or to prosecute the people 
from whom it was seized. He also alleged that one of the persons from 
whom the whisky was seized was sev erely beaten up. 

Mr. Tosrn. In any event, this matter came to your attention 
through Mr. Weinberg’s attorney and it was then reported by you to 
your superiors. 

Mr. Wesr. Yes, sir. The first thing I did, though, I sent Mr. 
Whisenhunt a copy of this lawyer’s letter and told him to give me a 
complete and detailed report immediately. When he received my 
letter he called me up on the telephone and he said that he had been 
holding this whisky because this attorney was threatening to sue and 
he had told this attorney he wasn’t going to give this whisky back 
until he got it in writing that the attorney w ould not sue for the seized 
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whisky. He asked me if he could return the whisky if they would 
not sue, and I told him he could not, since he had gone this far, I 
would have to report it to my superiors, and let them “decide. 

Mr. Torin. The matter was thereafter investigated by the Bureau ? 

Mr. West. Yes, sir. 

Mr. Tostn. Were you called upon to make a recommendation as to 
the disposition of the case so far as Mr. Whisenhunt was concerned ? 

Mr. Wesr. Well, I wasn’t called upon to make a recommendation 
after the investigation was made. I sent a complete report to the 
Atlanta office and stated it this way : I requested an investigation, and I 
said “If these charges are substantiated, that Whisenhunt has given 
us so much trouble over the years, that we should use this as a basis 
to cause his retirement.” 

Mr. Tosrn. After the investigation had been concluded, what was 
the judgment of your superiors with respect to the case ¢ 

Mr. Wesr. Well, I understand that they did recommend his sepa- 
ration from the service. As a matter of fact, I think I got a copy 
of a letter to that effect. 

Mr. Torin. But that did not take place. 

Mr. West. No, sir. 

Mr. Tosrn. Since you have become investigator in charge in the 
State of South Carolina, have you had other difficulties with respect 
to Mr. Whisenhunt ¢ 

Mr. West. Yes, sir; there have been some. 

Mr. Tozin. With respect to the matter of an official automobile for 
Mr. Whisenhunt, he had been assigned an automobile as part of his 
official duties, for some time, had he not ? 

Mr. West. Yes, sir. 

Mr. Torin. Did there come a time when the district supervisor 
directed a reduction in expenses in your office ¢ 

Mr. West. Yes, sir. 

Mr. Tornrn. And did he at the same time that this reduction came, 
reduce the number of cars that your office was allowed ? 

Mr. West. He didn’t reduce the number of cars. What he did was 
to give me a certain amount of money to run on and it was very easily 
figured out that we could not continue to operate all the automobiles 
on the amount of money allotted, so I cut down the number of cars in 
service to one to a post of duty. Some posts of duty had 2 cars, some 
had 3 cars, and I reduced them to 1 car per post of duty. 

Mr. Tosntn. How many people did you have stationed in Florence, 
S. C., at that time? 

Mr. West. There were three investigators there. 

Mr. Topin. And before this order came out, how many cars were 
there ? 

Mr. West. There were two automobiles. 

Mr. Torin. Both generally available for use of the three men ? 

Mr. West. One of them was assigned to Mr. Whisenhunt and the 
other was assigned to Mauney, Paul Mauney. 

Mr. Tosin. Who was in charge of the automobiles ? 

Mr. West. Paul Mauney was the group leader. 

Mr. Tost. Did Mr. Whisenhunt need this car in connection with 
the performance of his official duties? 
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Mr. West. Yes. sir: he did. He worked alone, that is, he worked 
with local officers most of the time, rather than with the other investi- 
gators, and if he was to continue to do that he would need the car. 

Mr. Torry. So that when it became necessary to reduce the automo- 
bile allotment for this post you were forced to cut down on his official 
activities 2 

Mr. West. Well, it was the same for several other posts of duty. 

Mr. Toxrrn. I realize that. 

Mr. West. All the investigators at the post would have to use the 
one car that was available. 

Mr. Tosrn. So you reduced the allotment for all of the posts of the 
State to one car each. That car would normally be available primarily 
for the use of the man in charge of each post; is that right? 

Mr. West. Yes, sir. In the letter I stated that the car of the group 
head would be the « car kept in service unless the group head decided 

that one of the other cars was better than his car and he could use any 
car that he saw fit to use. 

Mr. Torntn. How long did that order remain in effect so far as the 
Florence post was concel ned ? 

Mr. West. I suppose it was around 60—about 6 weeks, I would say, 
as best I remember. 

Mr. Tosrn. Then what happened ? 

Mr. West. Mr. Whisenhunt made a trip to Columbia and he was 
on leave, and he called me up and he asked me to meet him, and I did. 
We had a very long discussion, partly about the Weinberg seizure, but 
the whole purpose of his visit and contact with me was to eet me to let 
him use the ear that he had been assigned. 

Chairman Kran. On that question of the car; the car was there, was 
it, and the only re ason ~_ at there was a cut was the upkeep of the car? 

Mr. West. Didn e the money to buy gas. 

Chairman Kran. Soa the gasoli ne? 

Mr. West. Gasoline and oil and any minor repairs that it would 
take to keep the car in operation. 

Chairman Kran. These cars are cars that the Bureau got through 
seizure from people engaged in illegal liquor traffic / 

Mr. Wi st. Most of t hem w ere; yes. Most of them are. 

Chairman Kran. So, owing to this reduction in expenditures tha 
you were ordered to make, the cars were just sitting there, not used, 
on account of the fact that you did not want to spend the money 
for gasoline, and so forth ? 

Mr. West. We didn’t have enough money to keep all the cars 
running. 

Chairman Kean. What vear was this? 

Mr. Tortn. 1950. , 

Mr. Wrsr. Ye It was after the Weinberg incident. It could have 
been 1951. I don’t know. I have ard records, but I don’t have them 


\\ ith me. 


Mr. Tosrn. In any event, Mr. West, you were unable, within your 
budget, to provide two cars for the Florence post of duty so that both 
the group head and Mr. Whisenhunt would have a car; is that right? 

‘ West. That’ s correct. 

ve Tosrn. And you so advised Mr. Whisenhunt ? 

Mr. West. At that conference that he asked me, I told him that I 
could not consent for him to use his car because we didn’t have the 
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money, and that it wouldn’t be fair to the other investigators in the 
other posts, W hose automobiles had been stored. 

Mr. Tosnrn. What was the next event with respect to this car? 

Mr. West. In that conversation he asked me would I assign a car 
to him if I was ordered to do so. I told him that I would assign a 
far to him if I was ordered to do SO, but I would do so under protest 
under the circumstances. 

Mr. Topin. Because it would be unfair discrimination in favor of 
Mr. Whisenhunt, compared with the men in the other posts? 

Mr. West. That’s correct. 

Mr. Toprn. Thereafter were you ordered to give Mr. Whisenhunt 
a car? 

Mr. West. Yes, sir. 

Mr. Tosrn. By whom? 

Mr. West. Mr. Malsie. Well, | reported the incident of the con- 
versation to the Atlanta office in detail and asked them not to force 
me to give Whisenhunt a car under the circumstances, and it was 
some couple of weeks later that Mr. Malsie called me up on the 
telephone and he said, “Hang on to your hat.” He said, “You've got 
to give Whisenhunt an automobile.’ 

Mr. Tosrn. Did he tell you why ? 

Mr. West. Yes, sir. 

Mr. Tonin. What did he say / 

Mr. Wesr. He told me that political pressure had been put on in 
Washington to give Whisenhunt an automobile or to let him use 
the car. 

Mr. Topin. Isn’t this a pretty picayune matter to exercise pres- 
sure for? 

Mr. West. It did appear so to me. 

Mr. Torstn. In any event, it worked, and you had to provide 
him a car? 

Mr. West. Yes, sir. I also told Mr. Malsie that if I gave Mr. 
Whisenhunt a car I would have to lay up two other cars, because it 
took about twice the money to operate his car that it took to operate 
the cars of the other investigators, and that I would have to lay up 
two cars to give him a ear. 

And Mr. Malsie said, “Well, we’ll just have to give you some money,” 
and he did that. 

Mr. Torty. Why was Mr. Whisenhunt’s car so much more expensive 
than the other people’s cars ? 

Mr. West. Well, he rode a ereat deal. That’s the consensus through 
the years. He covers a lot of territory. He just drives a lot. 

Chairman Kran. With reference to the territory that he had, was 
it necessary to drive more than the other people clid ? 

Mr. West. Well, there was one other cor sideration, too, in the fact 
that Whisenhunt lived 10 miles from his post of duty, and he said, 
due to his heart condition, he had to go home and rest during the 
middle of every day, and he usually made 3 or 4 trips back and forth 
a day, and that’s one reason that the milea 

Chairman Kean. Is the use of this car 
that permitted ? 

Mr. West. No, sir; but I better add this: That he, as well as the 
other investigators, have aut hority to store them at their home because 
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they have to use them at all hours of the day and night, and Mr. 
Whisenhunt did use the car very frequently at night. 

Chairman Kran. The best way to make a seizure is at night, is it not ? 

Mr. Wesr. Oh, yes, sir; you have to work when the moonshiners 
work. 

Mr. Boges. Was Mr. Whisenhunt a good investigator ? 

Mr. West. Mr. Whisenhunt has had a good production record over 
the years. At this particular time his production record was down 
somewhat. He makes a lot of still seizures. They are small seizures. 
He makes a rather small percentage of the arrests, but he makes a 
lot of still seizures. 

Mr. Boces. What do you mean by that ? 

Mr. West. We try to catch people at the stills, but we can’t do so, 
even with our best efforts, we couldn’t average more than 50 percent, 
and his record is well below that. 

Chairman Kean. You mean you get the still, but you do not get the 
individual working? 

Mr. Wesr. Yes, sir; the still only operates once every 3 or 4 days, 
and you have to keep going back to it and a lot of times the moonshiner 
gets wise to you. 

Mr. Boces. What particular significance is there if he does not get 
the man who is operating the still ? 

Mr. Wesr. Well, I think the Bureau has found out over the course 
of the years, that if you don’t catch the moonshiner in a fairly large 
percentage of the cases it is merely an attrition against his bankroll, 
so to speak. If he’s not afraid of being caught and sent to jail he’ ik 
keep on making whisky. 

Mr. Boces. A lot of them keep on making whisky after you catch 
them, do they not ? 

Mr. West. Oh, yes, sir. 

Mr. Boees. Could this man have done his job without an automo- 
bile ¢ 

Mr. West. At that particular time he could have worked with the 
other investigators, in the one car that was already there. 

Mr. Bocas. You mean 2 or 3 of them with 1 car? 

Mr. West. Yes, sir. 

Mr. Bocas. Would that be a good system, if you had a lot of moon- 
shiners you had to catch? Would it not be better to have three fellows 
operating in 3 separate directions than to have 3 of them doing the 
same thing ? 

Mr. West. If they can get sufficient help from local officers, it is 
better, and that is one of the reasons why he had a car, under normal 
conditions. 

Mr. Boaes. Did you have any trouble getting help from local 
officers ? 

Mr. West. It varies from section to section. He didn’t have any 
particular difficulty in getting help. In fact, that was his usual 
practice. 

Mr. Torsrn. Mr. West, you testified, first, that Mr. Whisenhunt’s 
car was much more expensive to operate than anybody else’s, and 
secondly, that one of the reasons for that was that Mr. Whisenhunt 
had to make frequent daily trips to his home 

Mr. West. That is correct. 
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Mr. Tosrn. Which was not part of official business, but the ex- 
pense of which was borne by your office at a time when you were short 
of funds; is that right ? 

Mr. West. Yes, sir. 

Mr. Tosry. And this shortage of funds not only deprived you of 
giving Mr. Whisenhunt a car, so that his official performance of duties 
would be better, but it also deprived you of giving cars to investigators 
in all your other posts of duty, who needed cars for their duties? 

Mr. West. Yes, sir. In some posts of duty I had 6 men to 1 car at 
that time. 

Mr. Tost. So that the net result of helping Mr. Whisenhunt in this 
situation was a still further deprivation of the good services of all 
of your other investigators, and all of your other posts of duty 
throughout the State? 

Mr. West. It would have been. As I say, Mr. Malsie gave me some 
additional money to make up the difference. 

Mr. Tostn. That presumably meant that some place else in the 
Atlanta district had a shortage of funds for official purposes, because 
Mr. Whisenhunt had been given this car ? 

Mr. West. Well, it was throughout this district. The money had 
been divided up among the different States on a pro rata basis—that 
is, for the number of men they had—and I presume that I had my 
share. 

Mr. Bocas. You had at one time 6 men riding around in 1 automo- 
bile? 

Mr. West. I have had that; yes, sir. 

Mr. Bocas. Do you consider that efficient ? 

Mr. West. No, sir; but, as I say, it was either that or let all the cars 
run until all the money was gone and everybody quit, or it was 
reduce the number of cars and stretch it out a little further. We had 
numerous occasions under which we didn’t have any money and we laid 
up all the cars. 

Mr. Boees. You had 6 fellows going out to 1 still? 

Mr. West. Yes, sir. 

Mr. Topix. Mr. Chairman, at this point I would like to read a letter 
dated December 4, 1950, directed to Mr. Dwight Avis, Assistant Depu- 
ty Commissioner, Alcohol Tax Unit, with respect to this car matter. 
It comes from Congressman John L. MeMillan of South Carolina. 

Chairman Kean. Without objection, it is so ordered. 

Mr. Torin. The letter reads: 

DEAR Mr. Avis: I was hoping and trusting that I would never find it necessary 
to write the Alcohol Tax Unit again as long as I am a Member of Congress, or at 
least as long as you have an outfit in Atlanta representing you as you have at 
the present time. 

However, while I was at home, I found that the State officer, Mr. West—I 
presume through orders from Atlanta, Ga.—had called in the car used by 
George Whisenhunt, one of your investigators, who has been with the Alcohol 
and Prohibition Units during the past 19 or more years. Mr. Whisenhunt, I 
understand, made the second highest rating in the State, so far as raiding stills 
is concerned, and I presume that is the reason you have agents employed. Mr. 
Whisenhunt had to use his personal car for this purpose, and it seems rather 
strange that the superior officers working in the Columbia State office and the 
Atlanta district office should have fine automobiles, equipped with 2-way radios, 
and they are never called on to make a raid, while the investigators, who cer- 
tainly warrant the expenditures or the funds being appropriated for the Al- 
cohol Tax Unit, are not permitted to use a car. 
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All the sheriffs and other county law-enforcement officers in my district are 
anx to work with Mr. Whisenhunt at all times, other than the sheriff and 
deputy sheriff in Darlington County, who were recently removed from 
thee for some reason or other 
| understand there have been a number of cars collected by the agents on 
raids, and are now in storage, some of them having been in storage for a year. 
a wondering wl hese cannot be used by the agents or sold and the 
used to purchase cars for the eee to use while on duty. 
| nnderstand that approximately all of the work, so far as investigators of the 
Alcohol Tax Unit, is being done in on a eight of the States, and it seems to me 
f the « s being used in States other than these eight could be 
sferred to the States where the agents are required to make raids. 
I will appreciate anything Mr. Mealey and you can do to have the Atlanta 
fice and the Columbia office furnish Mr. Whisenhunt with a car so that he can 
carry out the duties placed upon him. 
I certainly would not make this request if it were not for the fact that Mr. 
Whisenhunt is one the st efficient officers connected with your organization ; 
dt ecord, Tam sure, will substantiate this statement 
Trusting that you will give this request your prompt attention, I am 
Sil rely 


JoHN L. McMILLAN. 

There is a note dated September 10, 1950, 1 week later, in Mr. Avis’s 
handwriting, which reads: 

Took care of this matter by telephone. Talked to Congressman McMillan and 
Malsie D. E. A 
T hat apparel tly is v here tl ( orders came from. 

Mr. West. Yes, sit 

Chairman Kran. Mr. West, about how much does it cost to run a 
car per month ? 

best WEs1 r. At that time, for Mr. Whisenhunt’s car, it took fourteen- 

dred-and-some-odd dollars to run for a year. 

"Ch urman Kran. About $100 a month ? 

Mr. West. Yes. sir. That was well above the aver: ge. I think the 
average wouldn’t be more than half that. 

Mr. Torin. Those are all the questions IT have, Mr. Chairman. 

Chairman Kran. Are there any other questions? 

Mr. King? 

Mr. Ktne. Following out the questions of Congressman Boggs, you 
had worked with Mr. Whisenhunt under the gentleman who died? 

Mr. West. Yes, sir. 

Mr. Kine. How long have you known him? 

Mr. West. aoe Mr. Whisenhunt ? 

Mr. Kina. Yes, s 

Mr. West. I ean known him well. I first worked with him on a 
day-to-day basis in January 1942, and I was at the same post of duty 
with him for 9 months, and then I was transferred to the Columbia 
office; and from then on, of course, I saw him from time to time. 
After I became assistant to the investigator in charge, I more or less 
kept up with his activities. 

Mr. Kine. How would you rate him through the years as an officer ? 

Mr. West. Well, he was a good officer : that is, he was very active. 
He never took very much interest in investigating cases—that is, try- 
ing to catch the higher-ups in it—but he is a very active and aggressive 
officer. and he made a lot of cases. 

Mr. Kina. His record was good ? 

Mr. West. Yes, sir. 


Mr. Tosty. Mr. West, I have one more question. 
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A lette r sign } «| DY you and : a} pe ring ! the Bureau tiles, concern 
ing Mr. Whisenhunt, cont: uns the following, and this letter was writ- 
ten by you after the Weinberg case was closed. | Reading : | 

Whisenhunt has come out of the Weinberg case better off than before. He has 
been told that he should work only as he thought himself physically able, and 
that he should get information to be worked by other investigators. He has, in 
effect, been retired on full salary In relieving him of his duties of group head 
which were onerous to him, we have “thrown the rabbit in the briar patch.” 
He is able to do as he pleases and to thumb his nose at his nominal superiors, if 
he so desires. His success will encourage imitators 
Is that an accurate statement, Mr. West, of vour attitude in this 
matter ¢ 

Mr. Wesr. Yes, sit 

Mr. Tosrn. You would stand by it today ? 

Mr. West. Yes, sir. 

Mr. Tornrn. It represents your feeling as to what h: appens to disci- 
pline and control of emp doves in the Aleohol Tax Unit when this 
sort of thing happens? 

Mr. West. Yes, sir. It hasn’t appeared in the records of this hear 
ing, that I was told that Mr. Whisenhunt, due to his heart condition, 
would be permitted to work as he more or less chose, and that if he 
wasn’t able to raid the still for which he got information, he could 
turn it over to other investigators, and he always did say that he didn’t 
want to be group head, and he told me that he was glad he wasn’t 
group head. 

In other words, a group head has certain duties to attend to that 
require you to sell cars and to make certain reports, and so on, and 
he never liked that part of the work. 

Mr. Torin. That is all T have, Mr. Chairman. 

Mr. Kine. That is a common occurrence in the administrative 
officer’s experience, in finding men that do not like this and they are 
better suited to do that? That is a common experience, is it not? 

Mr. West. Oh, yes, sir. 

Mr. Kina. Is he retired now ? 

Mr. West. No, sir. 

Mr. Kine. He is not? 

Mr. West. No, sir. 

Mr. Kine. But generally, his work was all right ? 

Mr. West. Yes, sir. 

Mr. Kine. After all, he is not a young man. He served as an officer 
in the Marine Corps in World War I. Resting on occasion is not 
against a man’s record, particularly when his health is impaired. 

Mr. West. No, sir; I never took any exception to that. As a matter 
of fact, after I was first made investigator in charge he came to me 
and told me that due to the fact that he had to rest in the middle of 
the day that he needed to go home, and he asked that he not be 
assigned to work with another investigator for that reason, and I was 
in full accord, and I assigned a car to him, and it was only when we 
had to lay up the automobiles that the car was taken away from him 
temporarily. 

When that particular budget crisis would have passed, he, as well 
as the others, would have automatically gotten their cars back. 

Mr. Krne. I feel that you have been all right, Mr. West. I did not 
want to imply that you had done anything wrong. I did not want to 
see the man injured because his health had been impaired. 
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Mr. West. No, sir. 

Mr. Kine. It is not uncommon in the Government to have men rest 
because of their health. 

Mr. West. No, sir; not at all. 

Mr. Kine. He did a good job? 

Mr. West. Even then, he held up his production record. 

Mr. Kine. I just did not want a man with all that service to be 
injured here. He has held up pretty well for a man in delicate health. 

Mr. West. Yes, sir. 

Mr. Kino. How serious is this aiding a State officer taking over this 
liquor ? 

Mr. West. Well, the main thing about it is that if he had reported 
the seizure properly from the first and given me an inventory as to 
the amount of whisky that was seized, then there would have been no 
question about it, but the inventory was not made at the time, and 
he admits—at first he claimed an inventory had been made—and the 
more cain they raised about the whisky, the more whisky that ap- 
peared on the record. It was first estimated 100 bottles and then it 
was 207 bottles, and actually inventoried at 207 bottles, and when it 
was finally turned over to the sheriff there was 9 pints of Calvert 
Reserve that they didn’t have on the inventory that was made a month 
later. 

Mr. Krne. Somebody could have gotten away with that? 

Mr. ee No; somebody brought it back. 

Mr. Kine. They got away with it and brought it back? Why was 
it brought “back? It was no reflection on the brand. Why was it 
brought back? 

Mr. West. I just happened to remember the brand. 

Mr. Kina. Would not the weight of dereliction, if that is what it 
was, fall more on that State officer than on Mr. Whisenhunt ? 

Mr. West. It didn’t in my mind, for this reason: This State officer 
was in a nonpaid status, and, as a matter of fact, Whisenhunt had been 
instructed and others had, too, not to work with these non-paid-status 
officers, that is, on a regular basis, because they are not responsible. 
The regular constabulary, he did. After this thing came up he’s tes- 
tified that he got in touch with the regular State constabulary, and 
they refused to have anything to do with the seizure. 

Mr. Krxe. What a you mean by a nonpaid officer? 

Mr. West. He had a commission signed by the Governor, and a 
badge to go with that commission. He didn’t draw any salary. 

Mr. Krne. You say men in that status are raiding places? 

Mr. West. Yes, sir. 

Mr. Kine. Without bringing in an official and paid officer. 

Mr. Wrst. No. It’s not a general practice, and in this particular 
case the reason I considered Whisenhunt more responsible than Hug- 
gins is that I happened to know that he was instrumental in getting 
this man Huggins a commission for the purpose of working with 
Whisenhunt. 

Mr. Kine. But in that State they do have nonpaid officers? Do 
they carry a gun and make raids? 

Mr. West. They do it with other officers; yes, sir. 

Mr. Kine. The practice is for them to be sort of an auxiliary to 
the regular officer ? 

Mr. West. Yes, sir. 
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Mr. Kine. That is all. 

Chairman Kean. Thank you, Mr. West. 
Mr. Avis, will you step forward ? 

Mr. Avis. Yes, sir. 


TESTIMONY OF DWIGHT E. AVIS, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION, BUREAU OF INTERNAL REVENUE—Resumed 


Mr. Tosin. Mr. Avis, we have asked you to come back today to re- 
late to the subcommittee some of the happenings from the Bureau 
end with respect to Mr. Whisenhunt’s career and service, and with 
respect to this struggle as to who was to become investigator in charge, 
in 1946. 

Prior to 1946, Mr. Avis, would you have characterized Mr. Whisen 
hunt’s career in the Internal Revenue Service as satisf: actory 4 

Mr. Avis. Well, I would simply answer this way: That he was a 
good producer, as Mr. West has testified, and I think that I would 
characterize it as “Satisf: actory.” He had better than “Satisfactory’ 
efficiency ratings. He had been in some difficulties that I assume have 
already been developed here before the committee. I did not hear 
Mr. Whisenhunt’s testimony yesterday morning, except the latter 
part of it. 

Mr. Tosin. With respect to these difficulties in which Mr. Whisen- 
hunt found himself from time to time, his personnel file and his testi- 
mony here has developed that whenever there was a difficulty in- 
volving Mr. Whisenhunt, it was his practice to register a grievance 
with respect to that difficulty with Members of Congress and other 
officials in his home State. 

What effect then does that practice have on discipline in the Al- 
cohol Tax Unit? 

Mr. Avis. Well, it does increase the difficulties. I am not here to 
say, however, that an employee who has a real grievance shouldn’t 
register it with a Member of Congress. I mean, if it’s a real grievance 
I would say that he should have that right, even despite these 
instructions. 

Mr. Torstn. Would you classify any of Mr. Whisenhunt’s grievances 
as real grievances ¢ 

Mr. Avis. Well, I’ll tell you, counsel, I’m pretty hazy on that file. 
As you know, I haven’t had an opportunity recently to examine it, 
except most briefly this morning. That is a difficult question for me 
because the matters were taken up with the Members of Congress, and 
I dealt with them. 

Well, in one instance I was glad to know about it. This car matter 
that has been discussed here, I was glad to know about that, because 
I took a different position on that matter. I thought he needed a car 
and that he should have it. So that question in its general nature is a 
little bit difficult for me. I think that some of these matters he should 
not have taken up with Members of Congress. I wouldn’t want to 
say necessarily that there wasn’t one or more that 

Mr. Tosrn. Mr. Whisenhunt has testified that the thing that made 
it necessary for him to register grievances in these several instances 
was that everybody in the Alcohol Tax Unit was against him, and 
there was persecution in the Government and prejudice against him. 

He stated in writing to a United States Senator that there was a 
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conspiracy against him. Do you think that any of those statements 
are accurate ¢ 

Mr. Avis. I don’t consider that there was any conspiracy. There 
was controversy. oe ver, I believe, and I think that controversy 
was largely caused by his own actions, and perhaps some resentment 

on the part of his superiors. 

In evaluating this entire situation, such items as I dealt with I tried 
to take all those matters into consideration so that in the end we 
might have a fair appraisal of the situation. 

Mr. Torry. Mr. Avis, we know that you have not had much of an 
op portun ity to examine the files, and I do not want to press you 
with respect to specific matters, but there was an investigation made 
by Mr. Whisenhunt in 1940 and 1941 resulting in recommendations 
for dise Ip linary action against him. 

The discip lin: ary action finally decided on was a transfer to Ala- 
bama. Mr. Whisenhunt has testified that he resisted that transfer. 
Ultimately that transfer was canceled. Do you consider that if that 
pressure had not been brought to bear that that transfer would have 
heen canceled ? 

Mr. Avis. I’m very definitely of the impression that it would not 
have been canceled. 

Mr. Torin. When Mr. Robinson died in 1946, the post of investiga- 
tor in charge was one dealing with enforcement work of the Unit and 
the matter of filling that vacancy was of concern to you, as Assistant 
Deputy Commissioner for Enforcement; is that right ? 

Mr. Avis. That is right. 

Mr. Tosrn. And you knew of Mr. Whisenhunt’s previous record 
in the service? 

Mr. Avis. I did: yes, sir. 

Mr. Tortn. Had you considered the applicants for this post on their 
merits, would you have considered Mr. Whisenhunt suitable for the 
post of investigator in charge for South Carolina in 1946? 

Mr. Avis. No, sir, I would not; and I would like to say why. 

Mr. Torntn. Go ahead. 

Mr. Avis. With my knowledge of the situation, I just doubted 
whether or not he would have the respect of all the officers in the State. 
I am talking about investigators, now. 

Mr. Topstn. So that as far as you were concerned, you would not 
have considered Mr. Whisenhunt whatsoever for this post as investi- 
gator in charge? 

Mr. Avis. I'm inclined to think not. 

Mr. Torr. We have received testimony this morning, Mr. Avis, 
that Mr. Whisenhunt presented . petition si oned by the entire South 
Caroli a del gation, requesting his appoin tment as investigator in 
charge, and that on the basis of that petition Mr. Mealey was prepared 
to make him investigator in charge. Do you know anything about 
that? 

Mr. Avis. Yes, sir: I do. I know at that time that most of these 
administrative appointments were being made, that is, where there 
were political considerations, largely on the basis of the political 
recommendations, and I recall that Mr. West did—and I might say 
that that policy initiated from the Commissioner’s Office. I want 
that understood because there has been some testimony here this 
morning about where the policy flows from, and I will go further and 
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say that the heads of the Departments and the Commissioners of the 
Bureau formulate policies, and as I consider it, the subordinate’s 
function is to follow the policies of their higher superiors. 

Chairman Kran. Did the Commissioner definitely state to you 
that he wanted to follow that policy out? 

Mr. Avis. Well, I didn’t have the conversations with the then Com- 
missioner, but I am sure Mr. Berkshire, the Deputy Commissioner, 
did, and it was a foregone conclusion in all these appointments, and 
an analysis of it will show that that was followed. 

Chairman Kran. Did he pass the word down to you that that should 
be done ? 

Mr. Avis. Yes, sir. As I pointed out, I think, in executive session 
here, we did make recommendations which were disregarded, and, in 
fact, in 1 or 2 instances, opposed appointments, and they were made. 

I have lost the trend, Counsel, to the questions, if you can help me. 

Mr. Torry. Did you recommend Mr. West for appointment to the 
post of investigator in charge? 

Mr. Avis. Did I? 

Mr. Tosrn. Yes. 

Mr. Avis. Well, I think this came about this way, and now your 
other question comes back to me: 

Mr. West came up here and I think said that he was here to sponsor 
his own desires to be investigator in charge, and we had some prelimi- 
nary discussion of the situation down in my office and I may or may 
not have told him that there were endorsements of the entire dele- 
gation in here on behalf of Mr. Whisenhunt—I don’t recall—but I 
did take tien to Mr. Mealey’s office so that he could speak with Mr. 
Mealey and he did. I don’t have too much recollection of what went 
on in Mr. Mealey’s office other than Mr. Mealey did deal with the 
political situation, and the necessity for him, if he expected to have 
consideration, to have the necessary endorsements. 

Now, whether I personally recommended West, made any recom- 
mendation in writing or anything of that sort, I just don’t recall. I 
did tell Mr. Mealey that I considered Mr. West equipped for the po- 
sition, and I think that later on that memorandum which has been 
read into the record with about four names, was submitted to the 
Commissioner, along with the recommendations concerning the 
which was the natural outgrowth of the situation. 

Mr. Torry. Mr. Avis, as I understand the testimony eiven here this 
morning, it is to this effect: 

You, as officer in charge of enforcement work for the entire Alcohol 
Tax Unit, felt that Mr. Whisenhunt was not fitted for this post and 
you would not have considered him for it. You felt that if he wer 
given the post he would not hold the respect of the law-enforcement 
officers of the State. 

Mr. Avis. I am speaking particularly of investigators in our own 
force. 

Mr. Tostn. Your own investigators? 

Mr. Avis. Yes, sir. 

Mr. Toprn. You have also testified—and we have had other testi- 
mony and documents to the same effect—that Mr. Whisenhunt had 
been in difficulties several times prior to this, which difficulties were 
always resolved in his favor, and in the resolution of each of these 








536 INTERNAL REVENUE INVESTIGATION 


difficulties, there was always some outside help other than the Bureau, 
for Mr. Whisenhunt. 

Mr. West, according to his testimony and your own and from the 
files of the Bureau, was considered to be the person most suitable for 
the job, and had, in fact, been holding it for some time. 

However, despite your own reluctance to appoint Mr. Whisenhunt 
and despite the record of previous service, he was about to be given the 
post on the basis of these endorsements, and it was only after Mr. W est, 
at Mr. Mealey’s ins tance, went out and obtained new endorsements for 
himself, that the Bureau appointed the man who, by their judgment 
and your own judgment, was the man for the job; is that right ? 

Mr. Avis. I think that is a fair summary of the situation, counsel. 

Mr. Tosrn. That is all I have. 

Chairman Kean. Mr. Avis, do you agree with Mr. West’s statement 
that you cannot take politics out of the Bureau and do you not think it 
should be taken out of the Bureau ¢ 

Mr. Avis. No, I don’t, Mr. Chairman. I think you can take poli- 
tics out, but I don’t think when you take politics out that that means 
that a Member of Congress cannot advise the Commissioner of Internal 
Revenue what he thinks about an individual. I don’t consider that 
at all. I think that that is a perfectly proper action for a Member of 
Congress to take. 

I don’t think that these appointments should necessarily be appor- 
tioned out and dictated, but I do think that Members of Congress 
certainly have responsibilities in these matters, and naturally, are 
interested in them—they are in their own districts—and it is a per- 
fectly natural thing that they should be interested in these people, as 
to their character, for example. 

Chairman Kean. I agree with the position that you take, Mr. Avis. 

Thank you, Mr. Avis. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. The first witness will be Mr. Yates, the present head of 
the Enforcement Branch in Louisville, Ky. 

(Whereupon, at 11:35 a. m., the committee recessed until 10 a. m., 
Thursday, March 12, 1953.) 
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THURSDAY, MARCH 12, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON THE ADMINISTRATION 
OF THE INTERNAL REVENUE Laws 
OF THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Building, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 

Present: Representatives Kean, Byrnes, Martin, Sadlak, King, 
O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel; William P. Hindman, 
Jr., assistant chief counsel, and Joseph M. F. Ryan, Jr., assistant 
counsel. 

Chairman Kran. The subcommittee will come to order. 

Mr. Yates, will you come forward ? 

Do you solmenly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Yares. I do. 


TESTIMONY OF JOE G. YATES, ACTING HEAD, ENFORCEMENT 
BRANCH, ALCOHOL AND TOBACCO TAX DIVISION, LOUISVILLE, 
KY. 


Chairman Kean. Mr. Yates, will you give your name ? 

Mr. Yates. Joe G. Yates. 

Chairman Kean. And the position you hold? 

Mr. Yates. I am acting head of the Enforcement Branch of the 
Alcohol and Tobacco Tax Division, Louisville, Ky. 

Chairman Kean. You live in Louisville? 

Mr. Yates. Yes, sir; I do. 

Mr. Tortn. Mr. Yates, you have been employed by the Alcohol 
and Tobacco Tax Division and the predecessor of it, the Alcohol Tax 
Unit, for some years; have you not? 

Mr. Yares. I have been in service prior to that. I was in the 
Bureau of Prohibition prior to the Alcohol Tax Unit. 

Mr. Torry. And in your career in the Bureau of Prohibition and 
the Alcohol Tax Unit you have had a steady series of promotions; is 
that right? 

Mr. Yares. Yes; I have had. 
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Mr. Torrn. Through the civil-service system ¢ 

Mr. Yates. Yes. 

Mr. Tornrn. During the war was the assistant supervisor, enforce- 
ment, at Louisville, Ky., transferred to the Atlanta district as district 
supervisor ¢ 

Mr. Yares. He was for a period there of about 20 months. 

Mr. Tosrxn. That was Mr.— 

Mr. Yares. Rh. A. Beman. 

Mr. Tosrn. And during the time that Mr. Beman was in Atlanta 
as district supervisor, who took his place as assistant supervisor in 
Kentucky ? 

Mr. Yares. Mr. W. H. Kinnaird. 

Mr. Torry. What had been Mr. Kinnaird’s post prior to becoming 
assistant supervisor ? 

Mr. Yates. He was the investigator in charge for Kentucky. 

Mr. Torin. He had been investigator in charge for the State of 
Kentucky. What had been your post ? 

Mr. Yates. Special investigator. 

Mr. Torry. And after Mr. Kinnaird became assistant supervisor, 
did you also receive a promotion ¢ 

Mr. Yares. I received a promotion to the position of aide. 

Mr. Tosrn. Aide to the assistant supervisor, enforcement ! 

Mr. Yares. To the assistant supervisor. 

Mr. Tostn. And how long did you hold the position of aide? 

Mr. Yates. About 20 months. 

Mr. Tosrn. Until—— 

Mr. Yates. Until Captain Beman returned from Atlanta, which 
I believe was a result of Mr. Hearington returning from military 
service. 

Mr. Tosrxn. And Captain Beman presumably resumed his original 

osition as assistant supervisor ¢ 

Mr. Yares. He was returned to his original position. 

Mr. Tostn. And at that time what happened to Mr. Kinnaird? 

Mr. Yates. Mr. Kinnaird returned to his former position of in- 
vestigator in charge, and Mr. Middleton, who had previously been 
aide and was at that time investigator in charge, returned to the posi- 
tion of aide. 

I was returned to the position of special investigator. 

Mr. Tostn. What was your grade as special investigator ? 

Mr. Yares. Nine. 

Mr. Torsin. And the post of assistant supervisor was—— 

Mr. Yates. Grade 13. 

I would like to add, in between there, between the time that I was 
a special investigator 9 and the time that I was an applicant for the 
position of assistant supervisor, the position had been upgraded and 
I was made 10. 

Mr. Torntn. You were made a 10. Now, sir, when did you first 
learn that Captain Beman was considering retirement ? 

Mr. Yates. Captain Beman discussed his pending retirement a num- 
ber of times after his return from Atlanta. 

Mr. Tosrn. He returned from Atlanta in 1946? 

Mr. Yares. 1946. This occurred primarily about the beginning of 
1948. 



























INTERNAL REVENUE INVESTIGATION 539 


Mr. Topin. And beginning sometime in 1948 he discussed gen 
erally 

Mr. Yates. Retirement. That was the general discussion in the 
Louisville office. 

Mr. Torry. Did you discuss that matter with him / 

Mr. Yares. Yes, sir; I did. 

Mr. Tosrn. What did he tell you about his retirement ? 

Mr. Yares. The first discussion that I recall—I don’t know the 
date, but it was in the early part of °48—Mr. Beman said he was leav- 
ing the service in June of that year, 

Mr. Torry. In June of 1948 / 

Mr. Yates. June of 1948. The month of June came and Mr. Be 
man had not retired. He again placed his date at the end of the 
year or after the fall election. 

Mr. Torin. After Captain Beman decided that he would retire, 
did you decide to become a candidate for the post of assistant 
supervisor ¢ 

Mr. Yates. Yes, sir; I did. 

Mr. Topix. And how did you go about promoting your candidacy 
for the post? 

Mr. Yates. The first thing that I did in connection with that, I had 
a private discussion with Mr. Beman. I called him and we went out 
on the stairway from his office and I asked him if it was his intention 
to retire at the end of the year, as he had repeatedly said in the office, 
and he told me that it was. 

I said in that case, Cap, I am going to be an applicant for your 
position upon your retirement. 

Captain Beman at that time said that it was his intention retiring, 
and that he would be very pleased to see me succeed him in Louisville. 

Mr. Tosin. Do you recall when this conversation took place, 
approximately ¢ 

Mr. Yares. That took place about, I would say, the 10th or 15th 
of November, somewhere in that period. 

Mr. Tosi. 1948 4 

Mr. Yates. 1948. 

Mr. Tosin. What did you do next, Mr. Yates? 

Mr. YaArrs. I went to some personal friends of mine in Kentucky 
and Tennessee and asked them to intercede in my behalf in recom- 
mendations for the position that I felt I was qualified to hold. 

Mr. Tosrn. Mr. Kinnaird, who had held Mr. Beman’s job while Mr. 
Beman was in Atlanta, was still in the Louisville office? 

Mr. Yares. He was still in Louisville as investigator in charge. 

Mr. Tostn. Was there any speculation that he might be promoted 
to the job Mr. Beman had ¢ 

Mr. Yates. Well, he was in line for that position. I went to Mr. 
Kinnaird myself and asked him if he was going to be an applicant. 
He said he was not; that he was not going to try for it. 

I later heard that Mr. Kinnaird would become an applicant or had 
become one. 

I had two mutual friends go to Mr. Kinnaird and ask him the ques 
tion again, if he was intending to become an applicant. He said that 
he was not to each of them. 

Mr. Tosrn. So then, sir, you became an applicant yourself ? 

Mr. 1 ares. i did. 
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Mr. Tosry. And having made that decision you went to your friends 
in Kentucky and asked them to support you? 

Mr. Yates. I did. 

Mr. Tosrn. To whom did you go? 

Mr. Yares. I went to Mr. William Simpson. 

Mr. Topix. Who is he? 

Mr. Yates. He is an automobile dealer at Bardstown, Ky., and at 
that time was the county chairman of a small county there, about 
25,000 population. 

Mr. Tostn. Was he in a position to help you become assistant 
supervisor of enforcement / 

Mr. Yares. I don’t think personally he was, but I think that he 
knew the Congressmen and Senators that were interested perhaps 
and would recommend me for that position. 

Mr. Tosry. Mr. Yates, did you feel it necessary to seek outside 
support if you wanted to be considered for this job? 

Mr. Yates. Yes, sir; I did. 

Mr. Tosrn. Why was that ? 

Mr. Yares. I had been in service at that time 20 years or more. 
Now I have been in a little over 24 years, and I have during that 
time seen the way appointments were made primarily in Kentucky 
and Tennessee, and I, of course, have heard of others being made. 

There were two methods of making those appointments. One was 
by having people on the outside, Senators and Congressmen, endorse 
you, and the other was by having departmental politics. 

Mr. Tostn. You never had to resort to either of those methods 
before ? 

Mr. Yares. I had only one appointment prior to that in which a 
promotion was involved. That was the position of aide and that 
came as a surprise to me and I was not the selected candidate for 
that position. 

Mr. Tostn. What do you mean you were not the selected candidate ? 

Mr. Yares. My understanding was at that time, and has been since, 
that a man by the name of Frank Haddix had been picked for the 
position. 

Mr. Toprn. That is H-a-d-d-i-x? 

Mr. Yates. H-a-d-d-i-x. He has since retired and is now living 
in Texas. Mr. Haddix had been picked by either Mr. Taylor, or 
Mr. Beman there, or the Washington office. 

Mr. Berkshire came to Louisville on Saturday, came Friday, to 
make a promotion of Mr. Kinnaird, at which time he did not approve 
of Mr. Haddix’s promotion and he recommended me for that position. 

Mr. Berkshire at that time was deputy commissioner. 

Chairman Kean. I would like to ask a question there. 

You said that promotions were either a matter of outside politics 
x departmental politics. Were there not ever any promotions on 
account of merit? 

Mr. Yares. If it was I hadn’t heard of them. I don’t think that 
it carried great weight. 

Chairman Kran. Which do you feel is the worst, departmental 
politics or outside politics? 

Mr. Yares. Well, I think departmental politics would be. 

Chairman Kran. Would be worse? 
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Mr. Yates. Would be worse than outside. The men that would be 
interested in seeing the proper person appointed to a position, it would 
more or less reflect on them if they recommended a man that failed to 
meet the qualifications or failed to make a success in the undertaking. 

It would not reflect on the individual as much as it would a Senator 
or Congressman or any other prominent individual that might make 
an endorsement or recommendation for him for a position. 

Chairman Kran. What exactly do you mean by departmental 
politics? 

Mr. Yates. This is a rather difficult proposition for me to explain, 
but during the 20 years that I have been in Alcohol Tax Unit—now, 
rior to that time I was an agent in the Bureau of Prohibition and 

know nothing of the promotions or the administrative positions, 
how they were filled or anything under that Bureau, but since the 
inception of the Alcohol Tax Unit it has been common knowledge 
with the men in the field that a group of former special agents who 
operated originally in Detroit were selected for key positions and at 
the time of their selection, regardless of where they might be they 
were transferred from one position to another, regardless of whether 
they had ever worked in that district or not. 

These special agents had formerly been in the Bureau of Prohibi- 
tion. 

Chairman Kran. Why? Werethey friends of somebody in power ? 

Mr. Yates. Yes, sir. 

Chairman Kran. I have had various communications along the 
same line. I have had people write me, some anonymous and some 
who signed their names, in the Bureau. They have made the remark 
that the Bureau was run by a clique. 

Mr. Yares. That is exactly my impression of it, and has been for 
20 years. 

Chairman Kean. And that clique is the friends of those who are now 
in power, in the supervisory positions ¢ 

Mr. Yarrs. They are in, l would say, appointing positions. That 
isn’t final. 

Now, the appointments, of course, regardless of who might intercede 
on behalf of an applicant for a position under civil service, that 
appointment is still subject to confirmation by the Civil Service Com- 
mission. 

Now, if politicians or others recommend someone that did not meet 
the civil-service requirements, they would, regardless of who had 
endorsed him, reject that appointment. 

Chairman Kean. But the people in the Department who happened 
to be friends of those in the highest positions would be promoted, not 
for political reasons, but for the reason that they were just friends? 

Mr. Yates. I think so; yes, sir. 

Mr. Kine. Mr. Yates, in your 24 years have you felt that any other 
departments were much at variance with respect to promotions! 

Mr. Yates. I am not familiar with the appointments that were made 
in other bureaus other than the one I was in. 

Mr. Kine. What would be your thinking in the matter? 

Mr. Yates. Well, my thinking would only be based on what I have 
been told by various people. I have been told that Senators and 
Congressmen, that they have recommended hundreds of people for 
various positions. 
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Mr. Kina. We will just for the sake of discussion assume that all 
departments are quite similiar with respect to the experiences you 
have related here in connection with the Bureau and the predecessor 
agenc y. 

“Mr. Yates. I think if the person were in the appointing power, in 
the position, he could have such a clique in any organization. 

Mr. Kina. I a it prevailed in the thirties, the twenties, and the 
teens, and the last century all through the structure of our Govern- 
ment ¢ 

Mr. Yates. That would be going back a little too far; but that to 
my knowledge has been the practice for the last 20 or 25 years. 

Chairman Kran. Do you think that the people who were promoted 
as a result of these cliques were better qualified and did a better job 
than those who were appointed as a result of political pressure? 

Mr. Yates. That I wouldn’t say. Some of those men who were ap- 
pointed by the result of that political pressure I would say are out- 
standing people. They are very qualified. 

But I have found throughout the years that by sending in com- 
pletely outside agents to take over a district in a supervisory capacity, 
that has been bad for the morale of the service in that particular area. 

Chairman Kean. Do you mean outsiders who have had no experi- 
ence in Alcohol Tax Unit, or do you mean outsiders from Detroit? 

Mr. Yares. Even though they have had the experience in the Alco- 
hol Tax Unit, to transfer a man from a position 2,000 miles from his 
home to entirely foreign country where he is not familiar with the 
people, their customs, it creates a bad morale in the service. 

Chairman Kran. You feel, then, generally, that people should re- 
main in the same geographic locality throughout their entire service 
in the Department ? 

Mr. Yates. If their work is satisfactory ; yes, sir. 

Chairman Kean. There is no danger of them getting to be too 
friendly with certain people in the area? 

Mr. Yares. If they did that, I think it would not be but a short time 
that would be reflected in either their personnel or their production 
record and a proper investigation would be made of that and if found 
true they would be removed from the service, or should be. 

Mr. Tostn. Mr. Yates, you told us that in order to achieve this pro- 
motion to assistant supervisor, you felt it necessary to seek support 
uitside the Bureau. 

Mr. Yates. Yes, sir. 

Mr. Toxin. Was that because you felt that although, I am sure, you 

elt you were qualified for the job, you would not be considered on the 
basis of merit without outside support ? 

Mr. Yates. I did. 

Might I explain the matter there at this time? 

Mr. Toprn. Yes. 

Mr. Yates. Back in the time I was promoted to the position of aid, 
that was done upon the direct orders of the Deputy Commissioner, Mr. 
Drkshire. 

Howard B. Taylor, who at that time was district supervisor at 
Louisville, whom I had known for some 15 years or more, at that time 
Mr. Taylor, as I said before, favored Mr. Haddix for the position. 
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After Mr. Berkshire had prevailed upon him to make my selection 
as aide, Mr. Taylor wrote to the Bureau a letter in which he said that 
he concurred in Mr. Berkshire’s decision in making the aid, but in- 
sisted that I not be given any increase in pay or civil-service classifica- 
tion. 

Now, that was an upgrading of the position if I held it. 

Now, knowing that, I knew that Mr. Taylor’s attitude would be one 
that I could not expect any consideration from him in connection 
with any aspirations to be the assistant supervisor. 

Mr. Tosrn. So, therefore, Mr. Yates, you sought outside endorse- 
ments ¢ 

Mr. Yates. Yes, sir. 

Mr. Torin. And who endorsed you? 

Mr. Yates. Senator Chapman, Senator Withers, Senator Kefauver, 
and Congressman Frank Chelf. 

Now, those are the only ones that I know that wrote either to Colonel 
Mealey or Mr. Schoeneman in my behalf or contacted them in my 
behalf. 

Now, there were some other Congressmen that did join with those 
Senators in their endorsement of me. I didn’t think it was necessary 
that I secure all of those direct endorsements, that is, recommenda- 
tions, but I did feel that unless I did contact those people or have 
them contacted and that they would agree to send their recommenda- 
tions through the Senators, that they would in all probability go in and 
recommend some other individual, and it was done primarily as a 
safeguard, a measure of safety. 

Mr. Torry. Mr. Yates, I would like to read you two telegrams sent 
on November 9, 1948, by Senator Chapman, one to Mr. Stewart Berk- 
shire, who was then the Assistant Commissioner of Internal Revenue, 
and the other one was sent to Mr. Schoeneman. 

The first telegram, dated November 9, 1948, reads as follows: 

Hon. STEWART BERKSHIRE, 
Deputy Commissioner, Bureau of Internal Revenue, 
Washington D. C.: 


I understand that R. A. Beman assistant supervisor of enforcement in 
Seventh District is soon to retire and I wish strongly and earnestly to recommend 
Joe E. Yates, 46 years of age, ex-serviceman, 20 years of experience with en 
forcement division, to fill the vacancy. am sure you will find Yates’ record 
satisfactory to justify his advancement to this more important position. Mr. 
Taylor is likely to recommend a Republican to fill this vacancy and I want you to 
know that I am strongly opposed to that way of filling it. 

ViraiIt CHAPMAN. 

Was it your feeling that Mr. Taylor would be unsympathetic to 
promoting you because of a difference between your politics and his 
politics? 

Mr. Yates. I didn’t have anything to do with the telegram. 

At that time I was in Louisville, and Senator Chapman was in Paris, 
Ky., and I don’t know why he worded his telegram in the manner in 
which it was, but I do feel that Mr. Taylor would have preferred 
someone else to me in that position. 

The five appointments made just prior to my entering the Alcohol 
Tax Unit were for investigative positions and Mr. Taylor—I don’t 
know how those appointments were called to his attention, but I do 
know of those five, and they were Republicans. 
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In the Alcohol Tax Unit in Kentucky at the present time we have 
a great many very fine Republicans that are in service there. They 
are very outstanding investigators and I would say—of course, I do 
not know everybody’s politics in Kentucky and Tennessee that’s in 
my service, but I would say that probably 65 percent of them are 
Republicans. 

r. Tosrn. You felt that Mr. Taylor, because he did not regard 
you as a Republican, would be less likely to consider you for a pro- 
motion ? 

Mr. Yates. I didn’t give that as the grounds; no, sir. 

Mr. Toxsrn. The second telegram, Mr. Yates, sent to Commissioner 
Schoeneman on the same day, reads as follows: 
Hon. GreorGe J. SCHOENEMAN, 


Commissioner of Internal Revenue, 
Washington, D. C.: 


I have learned that R. A. Beman, assistant supervisor of enforcement for 
Seventh District, is soon to retire. I strongly recommend the appointment 
of Joe G. Yates, of Louisville, who has served for 20 years with enforcement 
division of the alcohol tax unit. He is 46 years of age, an ex-serviceman and 
1 am sure that his record will be found to be such as to commend him to your 
favorable consideration for this promotion. It is generally known among 
Kentucky Democrats that H. B. Taylor, supervisor of Louisville office, has a 
preference for Republicans which has been demonstrated repeatedly since he 
has held that position. I am sure it is time for more opportunities for ad- 
vancement to be given to loyal Democrats such as Mr. Yates is and I will great- 
ly appreciate your favorable consideration of this request. 

VircIL CHAPMAN. 

Mr. Yares. Those telegrams, as I said before, were sent by Mr. 
Chapman. I did not talk to him prior to sending them and I did not 
talk to Senator Chapman for 2 months after those telegrams had been 
sent. 

Chairman Kean. You did talk to Senator Chapman ? 

Mr. Yates. After this; yes, sir. 

Chairman Kean. After. 

Mr. Yates. I had known Senator Chapman when he was in Con- 
gress many years ago. 

Chairman Kean. You initiated his support through another man? 

Mr. Yates. Through Mr. Simpson. 

Chairman Kean. So it was evidently the county chairman that 
talked to Senator Chapman? 

Mr. Yares. Yes. 

Chairman Kean. This was the result of your talk with the county 
chairman ? 

Mr. Yates. That is right. 

Mr. Tostn. Who else sought this job besides yourself? 

Mr. Yates. Insofar as I knew at that time there was only one other 
applicant in Kentucky. That was a man by the name of George 
Robert Moseley. He was at that time head of the Administrative 
Division. 

I believe the position at that time was chief clerk, but it was later 
reclassified to Administrative Division. 

Mr. Tostn. Was that an enforcement job? 

Mr. Yares. It was not. Mr. Moseley had been formerly a store- 
keeper gager, and later an inspector. At that time he was transferred 
over and assigned for about 60 days as a special investigator. That 
was done by Mr. Taylor. 
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Mr. Tosrn. So that between you and Mr. Moseley you clearly had 
much more enforcement experience than he had ? 

Mr. Yates. I felt that, yes. 

Mr. Tosrn. What support did Mr. Moseley have? 

Mr. Yares. I understand that Mr. Moseley had the support of Sena- 
tor McKellar. There were perhaps others, but that is the only one 
I know of my own knowledge. 

Mr. Torn. Did you try to get Senator McKellar to support you? 

Mr. Yates. I think that at one time I had Senator McKellar’s en- 
dorsement. I felt it a courtesy to him to seek his endorsement in his 
position in Tennessee. It was a joint State in the Kentucky district 
at that time. I was told by Mr. Ward Hudgins, of Nashville, that I 
did have Senator McKellar’s endorsement. 

Mr. Tostn. Did you go to see Senator McKellar? 

Mr. Yates. Yes, sir; I did. That was in January of 1949. 

I later found that either that report had been inaccurate or that 
Senator McKellar had withdrawn that endorsement. 

Mr. Torstn. Mr. Hudgins was then the United States attorney in 
Nashville? 

Mr. Yares. He was. 

Mr. Tostn. And knew you 

Mr. Yates. He knew me through many years of experience and 
contact. 

Mr. Tosry. What about Mr. Kinnaird? Did he ever become a can- 
didate for this post ? 

Mr. Yates. Mr. Kinnaird was the investigator in charge and, as 
I said before, he told me that he was not. 

Now, I later found that I thought that he was. Mr. Kinnaird on 
one occasion, on many occasions, however, denied that he was a candi- 
date. However, I was told by Senator Chapman, Congressmen Un- 
derwood, Frank Chelf, and John Whitaker, that Mr. Kinnaird did 
go to them in behalf of support. 

Mr. Torsrn. Mr. Kinnaird had held this post for about 20 months? 

Mr. Yates. He had, yes. 

Mr. Tos. I think you testified earlier that other considerations 
aside, he probably would have been in line for it; is that right? 

Mr. Yates. I think so. I would like to add, in connection with 
those remarks that I have previously made, that on one occasion Mr. 
Whitaker at the time was not very active. He was in the hospital 
here in Washington a great deal of the time and a short time afterward 
died. 

Mr. Tosry. Who was this? 

Mr. Yates. Congressman Whitaker. He was from the Second Dis- 
trict of Kentucky 

Mr. Whitaker was at Bowling Green on one occasion when Mr. Kin- 
naird and I made an official business trip to the post of duty there. 
That was after I had been made assistant supervisor. 

ee made an inspection there. We ran into Mr. Whitaker there. 

ersonally stopped and spoke to him, thanked him for what he did. 
Le said, “I didn’t do anything in your behalf.” 

Mr. Kinnaird said, “There is one thing, Congressman, I would like 
to get clear at this time. I have been for months trying to convince 
everybody that I was never an applicant for this post and you are in a 
position to verify that.” 
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He turned to Mr. Kinnaird with a puzzled look and vans Sap that 
is not the way I recall it. As I recall it, you came to my office seeking 
support and I told you to go to see Senator Chapman.” 

Mr. Torry. So from that and from these other conversations that 
you have related it is your impression that he did seek the post? 

Mr. Yates. That was one time. I think in fairness to Mr. Kinnaird 
that he was not an applicant originally and I think that he realized 
that there was perhaps the deadlock, you might say, over the selec- 
tion of the individual between Mosely and I, because of Senator Mc- 
Kellar’s endorsement and Senator Chapman’s endorsement, and I 
think that he became a candidate at that time thinking that perhaps 
if neither of us could get it, he would, and he would have made a very 
fine man for that position. 

Mr. Torin. Did Mr. Kinnaird’s politics enter into this? 

Mr. Yates. I don’t think they did. 

Mr. Torry. Is he known to be politically affiliated one way or the 
other? 

Mr. Yates. That I would not say. I have heard a great deal about 
Mr. Kinnaird’s politics, but it is only hearsay and I am not in a posi- 
tion to say. 

Mr. Topry. Mr. Yates, were you ever told that the Bureau of In- 
ternal Revenue experienced some difficulty in clearing your name and 
Mr. Moseley’s name with the Civil Service Commission for this post ? 

Mr. Yares. No, sir; I was never told that. I didn’t know about 
it. I don’t know whether it is so. 

Mr. Tosrn. When did Mr. Beman retire? 

Mr. Yates. He retired. I believe in June of 1948; 1949. 

Mr. Tosrn. June of 1949? 

Mr. Yates. June of 1949. 

Mr. Tozsrn. And when were you appointed to the post? 

Mr. Yates. I was appointed October 16, 1949. 

Mr. Tostn. So was the post vacant from June to October? 

Mr. Yates. It was. 

Mr. Torry. Who served as acting then? 

Mr. Yates. Middleton served a part of the time, and part of that 
time I served. 

Mr. Tosrn. Mr. Yates, on July 27, 1949, the Commissioner of In- 
ternal Revenue addressed a letter to the regional director of the Civil 
Service Commission at Cincinnati, Ohio, relating the experience in 
the Bureau of Internal Revenue of Mr. Moseley and yourself in some 
detail and then stating the following: 

It will be appreciated if you will advise this office as soon as possible whether 
the experience of either or both of these employees meets the qualifications for 
the position of assistant district supervisor, Enforcement, grade CAF-18. 

On August 2, 1949, the regional director of the Civil Service Com- 
mission at Cincinnati, a Mr. Louis S. Lyon, replied to Mr. Schoene- 
man’s letter and advised him that after reviewing the records of these 
two employees: 

It is our opinion that neither of them meets what would be the open competi- 
tive standards for the position to which promotion is proposed mainly because 
neither has had experience of a level comparable to grade CAF-12 in the Fed- 
eral service, as you pointed out in your letter. 

Then Mr. Lyon goes on to suggest to Mr. Schoeneman that if the 
Bureau wishes the Commission to make an exception in either your 
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case or Mr. Moseley’s case that the Bureau should present a request 
for a waiver of the usual standards accompanied by a strong recom- 
mendation. 

Did you ever know that that had to be done in your case. 

Mr. Yates. I did not. That is the first I ever heard of that. 

Mr. Torrn. Why was the post unfilled from June to October of 
1949 ? 

Mr. Yares. My understanding was there was a Bureau ruling at 
that time that any position in which a man left the service with accrued 
annual leave, that it could not be filled until the expiration of that 
term of leave, even though a lump-sum payment might have been 
given. Even though a lump-sum payment might have been given he 
was considered still in that position. 

Mr. Tostn. During the time that this post remained open, Mr. 
Yates, was there a question raised as to whether Senator Kefauver was 
still endorsing you? 

Mr. Yares. I think there was. 

Mr. Tosrn. Did you attempt to resolve that question as far as the 
Bureau was concerned ? 

Mr. Yares. I did. 

Mr. Torry. How did you do that? 

Mr. Yares. I filed copies of my letter of recommendation with Mr. 
Mealey and it was later returned to me in which a notation was on it 
that it was a matter of record that he had endorsed me and that there 
was no change, or to that effect. 

Mr. Tostn. Do you recall when he did that, sir? 

Mr. Yates. No, sir; I don’t recall. 

Mr. Tosrn. It was some time before the appointment was made? 

Mr. Yares. It was some time in there; yes. I don’t know whether 
it was prior to July or subsequent. 

Mr. Torstn. Mr. Chairman, Mr. Yates has just testified that there 
was difficulty in the Bureau as to whether or not he still had Senator 
Kefauver’s endorsement. There are two memoranda in the Bureau 
files relating to this matter, which I would like to have inserted in the 
record. 

Chairman Kean. Without objection, it is so ordered. 

(The material referred to follows :) 


UNITED STATES GOVERNMENT 
OFFICE MEMORANDUM 


Date: September 28, 1949 
To: Mr. Mealey. 
From: Mr. Avis. 
Subject: Special Investigator J. G. Yates. 


You will recall that we have been under the impression that Senator Kefauver, 
of Tennessee, who originally endorsed Joe Yates for assistant supervisor, en- 
forcement, in Louisville, had withdrawn his letter of endorsement. Although we 
received a telephone call to this effect, apparently the Senator has again changed 
his position as Joe Yates has sent in the originals of letters dated as late as 
June 24, 1949, signed by the Senator stating that he is still supporting Yates. 
We have been unable to confirm the Senator’s present position as he is in Europe. 


(Signed) D. E. A. 





INTERNAL REVENUE INVESTIGATION 


UNITED STATES GOVERNMENT 
OFFICE MEMORANDUM 


Date: September 28, 1949 
To: Mr. Dapolito. 
From: Mr. Avis. 
Subject: Special Investigator J. G. Yates. 

At the time the Atlanta matter was under advisement, I advised Assistant 
Secretary Graham that apparently Senator Kefauver had reinstated his support 
of Special Investigator Yates for the vacancy of assistant supervisor, enforce- 
ment, Louisville. I take it that Special Investigator Yates’ communication, 
which is attached, should be acknowledged. The Commissioner, of course, under- 
stands the situation. I have sent Mr. Mealey a note on the matter. 

(Signed) D. E. A. 


Mr. Topin. May I read those? 

Chairman Kean. Yes, sir. 

Mr. Tosrn. These two memorandums appear in your personnel file. 
They are both dated the same date, September 28, 1949. The first 
one from Mr. Avis to Mr. Mealey concerning you, states: 


You will recall that we have been under the impression that Senator Kefauver, 
of Tennessee, who originally endorsed Joe Yates for assistant supervisor, en- 
forcement, in Louisville, had withdrawn his letter of endorsement. Although 
we received a telephone call to this effect, apparently the Senator has again 
changed his position as Joe Yates has sent in the originals of letters dated as 
late as June 24, 1949, signed by the Senator stating that he is still supporting 


Yates. We have been unable to confirm the Senator’s present position, as he 
is in Europe. 


The second one is to Mr. Dapolito, who is in charge of the adminis- 


trative matters in the Alcohol Tax Unit, the same date, September 28, 
1949, again from Mr. Avis, reads as follows: 

At the time the Atlanta matter was under advisement, I advised Assistant 
Secretary Graham that apparently Senator Kefauver had reinstated his sup- 
port of Special Investigator Yates for the vacancy of assistant supervisor, en- 
forcement, Louisville. I take it that Special Investigator Yates’ communication 
which is attached, should be acknowledged. The Commissioner, of course, un- 
derstands the situation; I have sent Mr. Mealey a note on the matter. 

Mr. Yates, do you think that the uncertainty with respect to the 
endorsements of Mr. Moseley and yourself, had anything to do with 
the fact that this post was not filled from June to October? 

Mr. Yares. No, sir; I do not. I think that it was entirely the ex- 
piration of the acc rued leave of Mr. Beman. 

Mr. Tosrn. During this time, Mr. Yates, you became advised that 
Senator McKellar was endorsing Mr. Moseley ? 

Mr. Yates. I did; yes, sir. 

Mr. Tosrn. And you had contacted Senator McKellar and had 
previously been advised that he might endorse you ? 

Mr. Yates. I had previously been advised that he had endorsed.me. 

Mr. Tostn. Mr. Chairman, there is a memorandum in Mr. Yates’ 

ersonnel file dated October 11, 1949, from Assistant Secretary of the 
Treaty Graham to Commissioner Schoeneman concerning that ap- 
pointment. May that memorandum be read? 

Chairman Kean. Without objection, it is so ordered. 

Mr. Tostn. This is a memorandum to the Commissioner from the 
Assistant Secretary 
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Subject: Alcohol Tax Unit, Louisville, Ky. 
Re Joe G. Yates: 

The Secretary has asked me to inform you of his telephone conversation on 
Monday, October 10, 1949, with Senator McKellar, who stated that he wished to 
withdraw his recommendation of George R. Moseley for the position of assist- 
ant supervisor, in charge of enforcement, Alcohol Tax Unit, Louisville, Ky. 
In lieu thereof he wishes to join in the recommendation previously made by 
Senators Chapman and Withers, of Kentucky, that Mr. Joe G. Yates be appointed 
to this position. Accordingly, it is requested that the necessary action be 
taken to effect this appointment. 


When were you appointed as assistant supervisor, enforcement ? 
Mr. Yates. Sixteenth of October 1949. 

Mr. Topsrn. That is 5 days after this memorandum was written. 
Mr. Yates. That it would be, yes. 

Mr. Torry. May that be put in the record, Mr. Chairman? 
Chairman Kran. Without objection, it is so ordered. 

(The material referred to follows :) 


UNITED STATES GOVERNMENT 


OFFICE MEMORANDUM 
Date: October 11, 1949 
To: Commissioner Schoeneman, Bureau of Internal Revenue. 
From: Assistant Secretary Graham. 


Subject: Alcohol Tax Unit, Louisville, Ky. 
Re Joe G. Yates: 


The Secretary has asked me to inform you of his telephone conversation on 
Monday, October 10, 1949, with Senator McKellar, who stated that he wished to 
withdraw his recommendation of George R. Moseley for the position of assistant 
supervisor in charge of enforcement, Alcohol Tax Unit, Louisville, Ky. In lieu 
thereof he wishes to join the recommendation previously made by Senators Chap- 
man and Withers, of Kentucky, that Mr. Joe G. Yates be appointed to this 
position. Accordingly, it is requested that. the necessary action be taken to 
effect this appointment. 

Mr. Byrnes. Mr. Tobin, I take it that all these memoranda and 
letters back and forth during this interim are intended to show that 
the Bureau and the Treasury were not taking any action until they 
could get the politics of the thing straightened out among the Sena- 
tors; is that correct? 

Mr. Toxrn. Yes, sir. We will get testimony on this matter from 
Mr. Avis later. 

Mr. Yates, does not this memorandum of October 11 indicate 
that the matter of endorsement of Mr. Moseley and then the switch 
to you had something to do with your appointment 5 days later? 

Mr. Yares. I would think so, in view of the fact that Mr. Moseley 
had lost any recommendations that he might have had. 

Mr. Tosrn. Do you know of any other terms, Mr. Yates, when the 
incumbent of a top level position, an assistant supervisor’s office, re- 
tired and the Bureau did not fill his vacancy until after his terminal 
leave had expired ¢ 

Mr. Yates. Not to my personal knowledge, no. I know in the lower 
positions, special investigators and investigators, we are frequently 
required to wait until their terminal leave has expired before they 
san be replaced. 

I think, though, that would be true of the higher positions. 

Mr. Torsry. That has been your position up to now ? 

Mr. Yares. That’s right. 
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Mr. Torry. I have only one other question of Mr. Yates, Mr. Chair- 
man. It does not relate to this particular matter. 

Mr. Yates. Might I make a statement here? 

Mr. Tost. Surely. 

Mr. Yares. My appointment at the present time, as I have said 
before, is acting head. The position now has been upgraded in the 
Louisville district to a grade 14 and last week I was notified through 
my district commissioner that it would be necessary for me to secure 
the approval of the regional office in Cincinnati, to be eligible for the 
position as it is now cls fassified. 

I would like to state that I did prepare a form 58 listing my quali- 
fications. That was sent to the regional office in Cincinnati and Mr. 
Lyon approved that form 58 stating that I had the qualifications for 
the present position at grade 14, the position that I now hold. 

Mr. Tostn. Which you have held for some years ? 

Mr. Yares. That is right. I have held a 138 and in the reorgani- 
zation we have been given additional duties of an additional state, 
which I think justified the position being upgraded. 

Mr. Tostn. Mr. Yates, on a matter unrel: ated to your own appoint- 
ment, sometime in February of 1949 the district supervisor at Louis- 
ville was transferred to New Orleans and the New Orleans district su- 
pervisor was transferred to Louisville; is that right? 

Mr. Yates. That is right. 

Mr. Tostn. Mr. Taylor went to—— 

Mr. Yares. Mr. Taylor went to New Orleans and Mr. Farrell came 
to Louisville. 

Mr. Tostrn. When did you first learn that that transfer was to take 
place ? 

Mr. Yares. I didn’t know there was any transfer to take effect 
until Mr. Farrell came with Howard Taylor back from a trip to Wash- 
ington. Hecame by Louisville and then went on to New Orleans, and 
about a week or 10 days later came back to Louisville as supervisor. 

When he came to Louisville back in about December, the last of 
November or in December, I heard the name “Farrell” mentioned 
in connection with the supervisor’s place at Louisville. 

However, I did not know Mr. Fred C. Farrell at that time and I was 
under the impression it was a Farrell there in Kentucky 

Mr. Tosrn. Who was it who mentioned this to you ? 

Mr. Yares. Selden R. Glenn. 

Mr. Tortn. Who is Mr. Glenn ? 

Mr. Yarrs. At that time he was collector. 

Mr. Torry. And he told you 

Mr. Yates. He asked me the question. He said, “Have you heard 
anything about a man named Farrell taking Taylor’s place ?” 

I said, “No, sir; I have not.” 

That is the entire conversation. 

Mr. Tostn. Has Mr Glenn any connection with the Alcohol Tax 
Unit so far as you know? 

Mr. Yares. No, sir; he didn’t at that time. 

Mr. Torrn. Does he now? 

Mr. Yares. He is out of service and is vice president of a bank in 
Louisville. 

Mr. Sapiak. Mr. Yates, do I understand the situation that at the 
present time you are seeking a promotion? 
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Mr. Yates. I am not seeking a promotion at the present time. I 
was required to fill in this form for the Civil Service Commission to 
hold my present position, the position that I have held for 3 years and 
4months. It has been upgraded from grade 13 toa 14. 

Mr. Sapiax. Let me ask you this: With your service of 24 years 
would you be eligible for retirement in that position as acting ? 

Mr. Yates. Yes, sir. 

Mr. Sapiak. You have no intention of retiring if you do not make 
the grade for the job you now hold, do you? 

Mr. Yares. Well, if I was demoted to a very low position, I prob- 
ably would retire, but if it was comparable to what I now hold, I 
would not. 

Mr. Sapiak. That is all. 

Chairman Kran. Are there any other questions? 

Mr. Byrnes. Mr. Chairman, I would just like to thank Mr. Yates. 
I think he has been a splendid witness before the committee. He has 
been forthright and direct, and as one member of the committee I 
would like to express my apreciation to you. 

You have been a help to the committee. 

Mr. Yates. Thank you very much, sir. 

Mr. Krnea. I wish to concur in what Mr. Byrnes has said. 

Chairman Kean. Thank you, Mr. Yates. 

Mr. Kinnaird, will you come up? 

Mr. Kinnaird, do you solemnly swear that the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Kinnatrp. I do. 


TESTIMONY OF WILLIAM H. KINNAIRD, LOUISVILLE, KY. 


Chairman Kran. Will you give your name and address, Mr. 
Kinnaird ¢ 

Mr. Kinnairp. W. H. Kinnaird, 566 Sunset Road, Louisville, Ky., 
sir. 

Mr. Tosrn. Would you repeat that, please, sir? 

Mr. Krnnatrp. W. H. Kinnaird, 566 Sunset Road, Louisville, Ky. 

Mr. Torsrn. Mr. Kinnaird, are you presently employed by the 
Alcohol Tax Unit? 

Mr. Kinnatrp. I am not. 

Mr. Tozsrn. What is your present employment, sir ? 

Mr. Krnnarrp. I am president of the Louisville Public Warehouse 
Co. 

Mr. Tostn. President of the Louisville Public Warehouse Co. ? 

Mr. Krnnatrp. In Louisville. 

Mr. Toptn. Had you previously been employed by the Alcohol 
Tax Unit? 

Mr. Krnnairp. I was. 

Mr. Torry. When did you enter the service of the Alcohol Tax 
Unit ? 

Mr. Krinnarrp. August 1921. 

Mr. Tosrn. August of 1921? 

Mr. Krynarrp. 1921. 

Mr. Torsrn. And thereafter you served in various posts of duty in 
the United States? 
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Mr. Kinnarrp. That’s right. 

Mr. Tosrn. When were you transferred to Kentucky, Mr. Kinnaird ? 

Mr. Kinnairp. I was appointed in Kentucky and remained there 
until 1926, when I was transferred to the west coast. I was on the 
west coast until 1933. Then I was transferred to St. Louis. 

Then I was furloughed February 20, 1934. 

Then I was reinstated in Alcohol Tax Unit in April of 1934 at 
Louisville, Ky. 

Mr. Tosrn. And your service was thereafter in Louisville, Ky., for 
some years? 

Mr. Krnnairp. I was at Louisville in July of 1934 until January of 
1952, when I was transferred to Baltimore. 

Chairman Kean. Mr. Kinnaird, you say you were “furloughed”? 

Mr. Kinnatrp. Yes, sir. 

Chairman Kean. What do you mean by that? 

Mr. Kinnatrp. Well, a lot of the fellows were fired about that time, 
but my telegram said I was furloughed. 

Chairman Kran. That was the time when the new administration 
had come in and the whole group was let out and some of them were 
taken back again; is that it? 

Mr. Krynairp. That’s right. Everybody was automatically out in 
August of 1933, and those that were reappointed were notified the 
same day that they were reappointed. 

I was in charge in Portland, Oreg., at that time, and I was re- 
employed in the new Bureau and remained in there until February of 
1934, when I was furloughed. 

Chairman Kran. Were you notified of your reappointment the same 
day that you were let out? 

Mr. Krnnarrp. Yes, in August of 1933 when the Bureau was abol- 
ished and reorganized. 

Chairman Kran. You were out and put in? 

Mr. Krnnarrp. Yes, but then in February I was furloughed. 

Mr. Torry. When did you become investigator in charge for the 
State of Kentucky, Mr. Kinnaird? 

Mr. Krnnairp. I was named acting investigator in charge in July 
of 1934, and remained in an acting position for possibly 2 months, 
maybe, and the “acting” was removed. 

Mr. Tosrn. So that from the early fall of 1934 you served as investi- 
gator in charge or in some superior capacity until your period in the 
Bureau terminated ? 

Mr. Kinnatrp. That is right. 

Mr. Tosrn. When did Captain Beman go from Louisville to Atlanta 
as district supervisor ? 

Mr. Krynatrp. He went down there in January of 1944. 

Mr. Torry. He had been assistant supervisor, enforcement, at Louis- 
ville? 

Mr. Krnnarrp. He was assistant; yes. 

Mr. Tosrn. And were you appointed to succeed Mr. Beman ? 

Mr. Kinnarrp. Yes; I succeeded Mr. Beman and remained in that 
position until Cap returned in October of 1945. 

Mr. Tosrn. So that for substantially 20 months or more you had 
served as assistant supervisor, enforcement, in the Louisville district ? 

Mr. Krnnarrp. That is right. 
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Mr. Tosrn. And when Mr. Beman returned you then reverted to 
your previous post of investigator in charge? 

Mr. Krnnairp. That is right. 

Mr. Torsrn. What was your grade as assistant supervisor, enforce- 
ment ¢ 

Mr. Kinnairp. Thirteen, I think. 

Mr. Torsrn. What was your grade as investigator in charge ? 

Mr. Kinnairp. It was 11, and then upgraded to 12. 

Mr. Tonrn. When was it upgraded to 12? 

Mr. Krnwnarrp. I believe in 1949 or 1950. I am not sure. 

Mr. Torin. When did you first learn that Captain Beman was 
contemplating retirement ? 

Mr. Krnnatrp. Well, that would be hard to say, but from time to 
time we would discuss retirement, and he had told me that he was 
going to retire, but not definitely just when. 

Mr. Tosin. Did you wish to succeed Mr. Beman as assistant super- 
visor, enforcement ? 

Mr. Krynatrp. In the normal course of events, I thought I would 
be named assistant; yes. 

Mr. Tosrn. Did you want the promotion? 

Mr. Krnnarrp. I would like to have had it; yes. 

Mr. Tosry. And it was a promotion to a job you had previously 
filled ? 

Mr. Krynatrp. That is right. 

Mr. Tosrn. At the time that Captain Beman retired, what was your 
rade? 

Mr. Kinnarrp. When he retired I believe I was a grade 11. 

Mr. Tostn. Did you become an applicant for the post of assistant 
supervisor, enforcement ? 

Mr. Krnnarrp. No, sir. 

Mr. Topsrn. Did you seek endorsements outside the Bureau? 

Mr« Krnnatrp. Not one. 

Mr. Torty. Did you understand that if you wished to become as- 
sistant supervisor, enforcement, you would have to get endorsements ? 

Mr. Krinnatrp. Well, I wouldn’t say it that way, but I knew that 
there was a fight for the position, and I didn’t know whether it was 
going to be that way or not. 

I just said, “If I’m appointed, it would be fine, but I am not going 
to make a fight for it.” 

Chairman Kran. Mr. Kinnaird, did you feel that you were a mem- 
ber of the clique and, therefore, you did not need political endorse- 
ments ¢ 

Mr. Ktnnairp. No; I didn’t feel that I was a member of the clique. 

Chairman Kran. It has been testified by the previous witness that 
to get a promotion you either had to get political endorsements or 
else endorsements for internal politics, which other people have 
stated. 

Mr. Kinnarrp. I wasn’t a member of any clique. 

Mr. Tosrn. Mr. Kinnaird, did you discuss the matter of your possi 
ble promotion with Mr. Avis? 

Mr. Krnnatrp. Yes; I talked to Mr. Avis. 

Mr. Tosin. Do you recall the substance of that conversation / 

Mr. Krynairp. I was here in Washington—I brought a « 
here, and I naturally went to the office, and I talked with Mr As 
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and he introduced me to Mr. Mealey. I believe that was the first time 
I had ever met Mr. Mealey, and in Mr. Mealey’s presence Mr. Avis 
indicated that he would like to have me as assistant there. 

Mr. Tostn. Did he indicate that you were going to be promoted ? 

Mr. Krynairp. No. 

Mr. Torin. Did he indicate that you would not be promoted ? 

Mr. Krnnarrp. No. 

Mr. Mealey said something like this: That they might not be able 
to do what they would like to do, and I took it that it was going to 
be politics and that would naturally bar me. 

Mr. Tosrn. Mr. Mealey indicated to you that he might not be free 
to do what he wanted to do? 

Mr. Kinnairp. That’s right. 

Mr. Tostn. In other words, he might not be able to appoint you al- 
though he would want to? 

Mr. Krnnairp. I took it that way. 

Mr. Torin. Did you thereafter seek any endorsements? 

Mr. Kinnarrp. Not one. 

Mr. Tosrn. And Mr. Yates was appointed to the post? 

Mr. Krinnairp. That’s right. Now, I did talk with Virgil Chap- 
man and I did talk with Tom Underwood. Tom Underwood is a 
fraternity brother of mine. I’ve known Tom for years, a good friend 
of mine, and Tom told me frankly that Virgil Chapman had recom- 
mended Joe and that he was going to go along with him and that Joe 
Yates would be appointed. 

Mr. Tosrn. And he subsequently was? 

Mr. Kinnatrp. And I think I told Joe that. And he was appointed ; 
yes. 
~ Mr. Tosry. Thereafter, Mr. Kinnaird, you received a promotion to 
assistant supervisor, enforcement, in Baltimore? 

Mr. Kinnarrp. I was promoted last January a year ago. 

Mr. Tosrn. And you served in that capacity until your retirement ? 

Mr. Kinnatrp. That’s right. 

Mr. Tosrn. Did you feel if you sought endorsements you would be 
unable to get them ? 

Mr. Krynarrp. I knew that I couldn’t get them. 

Mr. Tostn. Why not? 

Mr. Kinnarrp. Because my politics was wrong. 

Mr. Tosrn. And therefore, since your politics were wrong, you 
could not get endorsements and you could not be promoted without 
endorsements ? 

Mr. Kinnatrp. That’s right. 

Chairman Kean. I gather from your testimony that when you say 
your politics were wrong you mean that you were a Republican or 
that you were on the wrong side of the Democratic fence in Ken- 
tucky ? 

Mr. Krnnarrp. I’m a Republican. 

Chairman Kean. Are there any further questions? 

Mr. Boces. Let me ask you a question. Was Mr. Taylor there at 
Louisville ¢ 

Mr. Krnnarrp. Yes; he was my supervisor. 

Mr. Boges. What was he, a Democrat or Republican ? 

Mr. Krnnarrp. Well, I always thought Howard was a Democrat 
myself. 
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Mr. Boaes. You heard the witness before say he was a Republican ? 

Mr. Krnnarrp. Well, I don’t know. I didn’t ask Howard his poli- 
tics, but I was always of the opinion that he was a Democrat. I also 
heard he got his job through the Democrats, so I assumed he was a 
Democrat. 

Mr. Boaes. The fellows were not talking all the time about whether 
you were a Democrat or a Republican ? 

Mr. Krnnarrp. No, sir. 

Mr. Bocas. Were you under the Hatch Act? 

Mr. Kinnarrp. Yes, sir. 

Mr. Boses. Did you engage in political activity ? 

Mr. Krnnairp. No, sir. 

Chairman Kean. Thank you, Mr. Kinnaird. 

Mr. Beman, will you step forward ? 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Beman. Yes, sir. 


TESTIMONY OF RAYMOND A. BEMAN, SEATTLE, WASH. 


Chairman Kran. Will you give your name and address? 

Mr. Beman. Raymond A. Beman, 126 East 167th, Seattle, 
Wash. 

Mr. Tosin. Captain Beman, you are presently retired from the 
Alcohol Tax Unit? 

Mr. Beman. Yes, sir. 

Mr. Tosrn. And you have previously had a long career of service 
with the Alcohol Tax Unit? 

Mr. Beman. Yes, sir. 

Mr. Tostn. When did you enter the Alcohol Tax Unit’s services? 

Mr. Beman. Well, I entered the revenue service on January 2, 1927, 
and the Alcohol Tax Unit when it was organized in 1934. 

Mr. Tosrn. And thereafter did you become assistant supervisor in 
Louisville? 

Mr. Beman. Yes, sir. 

Mr. Torry. In charge of enforcement work ? 

Mr. Beman. Yes, sir. 

Mr. Tosrn. And when the district supervisor at Atlanta, Mr. Hear- 
ington, entered military service in World War II were you appointed 
to fill that vacancy ? 

Mr. Beman. Yes, sir. 

Mr. ‘Tosin. And you served as district supervisor in Atlanta for 
about 3 years? 

Mr. Beman. That’s correct. 

Mr. Tosrn. And then resumed your post of duty at Louisville as 
assistant supervisor, enforcement? 

Mr, Beman. Yes, sir. 

Mr. Tosrn. When was that, Mr. Beman ? 

Mr. Beman. I think I went to Atlanta about December 
and returned to Louisville about October 1, 1945. 

Mr. Tosrn. When did you decide that you would retire, Captain 
Beman ? 
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Mr. Bemayn. I done a lot of talking about retirement from the lat- 
ter part of 1948, and particularly after the elections of 1948. I fi- 
nally decided the date some time early in 1949. 

Mr. Tostn. Prior to the time that you made your decision to re- 
tire was there some effort in the office by various people to obtain 
your post upon your retirement ? 

Mr. Beman. There were several applicants for the position pend- 
ing my retirement, yes, sir. 

Mr. Tosrn. And who were they? 

Mr. Beman. Mr. Yates, Mr. Moseley, a Mr. Rea. 

Mr. Tozsrn. How do you spell that? 

Mr. Beman. R-e-a. 

Mr. Tosry. Mr. Kinnaird served as Assistant Supervisor in your 
stead when you were in Atlanta, did he not? 

Mr. Beman. Yes, sir. 

Mr. Torry. In your opinion, was Mr. Kinnaird qualified to suc- 
ceed you ? 

Mr. Beman. Yes, sir. 

Mr. Tostn. In your judgment, which of the eligible men in the 
Louisville office was best fitted to become your successor ? 

Mr. Beman. Mr. Kinnaird. 

Mr. Tosrn. And in fact he had been your successor? He had been 
your successor previously ? 

Mr. Beman. Yes, sir. 

Mr. Tosrn. Did you discuss with Mr. Kinnaird the fact that he 

aht become your successor ¢ 

Mr. Beman. Oh, we had a number of conversations, yes. 

Mr. Tosrn. Did you discuss with your superiors in Washington 
the var lous candid: ates for the post of assistant supervisor ? 

Mr. Beman. I think I did, sir. I’m not sure. 

Mr. Torry. Did you make any recommendations, formal or other- 
wise, as to who your successor should be? 

Mr. Beman. No, I made no recommendation. 

Mr. Tostn. Prior to your retirement did you write a letter to the 
Bu rea headquarters in Washington with respect to this speculation 
in the office as to who would succeed you? 

Mr. Beman. I think I did, but I don’t recall the contents of the 
le trer. 

Mr. Tonry. What w . the purpose of the letter; do you remember ? 

Mr. Beman. No, sir, I do not. 

Mr. Tosrn. Was the purpose of the letter to advise the Bureau in 
confidence as to your retirement date so that they might be free to 
mele a selection ? 

Mr. Beman. I think that was it. 

Torin. In any event, sir, you retired in the spring of 1949? 
Beman. Yes, sir. 
Mr. Tonrn. Was Mr. Yates, in your opinion, qualified to succeed 
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Mr. Beman. Yes. 

‘ry. Tonrn. But not as well qualified as Mr. Kinnaird? 
'r. Beman. That’s correct. 

‘fr. Tonrn. Do you know why Mr. Yates was appointed ? 
Mr. Beman. He had the necessary political endorsements. 
Mr. Tonty. And therefore got the job? 
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Mr. Beman. Yes, sir. 

Mr. Tosrn. Who was the district supervisor at that time, Mr. 
Beman ¢ 

Mr. Beman. Mr. Howard B. Taylor. 

Mr. Tostn. And how long had he been district supervisor in 
Louisville? 

Mr. Beman. I believe he was appointed district supervisor De- 
eember 1, 1938. I’m quite sure that’s correct. 

Mr. Tostn. Had Mr. Taylor discussed with you the matter of filling 
the post of assistant supervisor upon your retirement ? 

Mr. Beman. Many times. 

Mr. Tostn. And did he tell you who his choice would be? 

Mr. Beman. Yes, sir. 

Mr. Tostn. Who was that ? 

Mr. Beman. Mr. Kinnaird. 

Mr. Tosrn. Did you discuss the matter of the impending vacancy 
in your job with Mr. Yates? 

Mr. Beman. Yes, sir. 

Mr. Tostn. Do you recall when that discussion took place? 

Mr. Beman. There were several discussions. I believe they were 
all after the election of 1948. 

Mr. Topix. What was the substance of those discussions? 

Mr. Beman. Well, the first one, Mr. Yates requested I step out in 
the corridor, he wanted to talk to me, and then he asked me if I had 
not publicly announced my intention to retire. I believe my answer 
was that I hadn’t made any speech, but I had done a lot of talking 
and it was my intention to retire some time in 1949. 

Mr. Torsrn. Did he ask you to support him for the job? 

Mr. Beman. No, sir, he did not. 

Mr. Tosrn. Did he express to you any opinion as to whether or not 
he was going to get it ? 

Mr. Beman. He did. 

Mr. Tosrn. What did he say ? 

Mr. Beman. He said that he obtained all the political support 
necessary to obtain the job and that there wouldn’t be any need of 
anyone else trying to obtain the position. 

Mr. Tostn. Do you know whether Mr. Taylor was aware of that? 

Mr. Beman. I informed Mr. Taylor, yes. 

Mr. Torry. And what was his reaction to that? 

Mr. Beman. Well, his reaction was that the man who had the big- 
gest political pull was the fellow who was going to get the job. 

Mr. Torin. What kind of a district supervisor was Mr. Howard 
Taylor ? 

Mr. Beman. In my opinion, excellent. 

Mr. Torry. Was he a vigorous man? 

Mr. Beman. Very much so. 

Mr. Tostn. How would you characterize his administration ? 

Mr. Beman. He was somewhat of a disciplinarian. He was a 
man who done a lot of detail work, probably work that should have 
been left to his subordinates, but he wanted to know everything that 
was going on. I say his administration was excellent. 

Mr. Tost. Was he a hard worker? 

Mr. Breman. Yes, sir. 


29091—53 











208 INTERNAL REVENUE INVESTIGATION 


Mr. Toxsrn. Did he take into consideration the politics of various 
persons when filling vacancies in the office ¢ 

Mr. Beman. No, he did not. 

Mr. Tosrn. Was he himself active politically ? 

Mr. Beman. No, sir. 

Mr. Torrn. How was he regarded by the liquor industry in Louis- 
ville? 

Mr. Beman. It is my impression, coming from general conversation, 
that the liquor industry was anxious to have him removed from 
office at Louisville. 

Mr. Tosrn. Why would they be anxious to do that? 

Mr. Beman. The only reason I could give was because he required 
them to comply strictly with all regulations governing the operation 
of distilleries. 

Mr. Torrn. That strictness was characteristic of his operations in 
all respects? 

Mr. Beman. Yes, sir. 

Mr. Tosrn. Were there any other elements outside the Alcohol 
Tax Unit in Louisville which were unfriendly to Mr. Taylor? 

Mr. Beman. There was a great deal of talk that the Storekeeper 
Gagers Association was anxious for his removal. 

Chairman Kran. What association ? 

Mr. Beman. Storekeeper Gagers. 

Mr. Tosrn. Did Mr. Taylor come to be transferred to New Orleans, 
La., as district supervisor ? 

Mr. Beman. He was transferred; yes. 

Mr. Tosrn. When was that? 

Mr. Beman. I don’t recall the exact date. 

Mr. Tosrn. Was it before your retirement ? 

Mr. Beman. Yes. I think it was in February of 1949. 

Mr. Tosrn. At that time, Mr. Beman, was the Louisville district 
a class A district? 

Mr. Beman. Yes, sir. 

Mr. Tostn. And what was the grade of the district supervisor in 
a class A district ? 

Mr. Beman. Grade 14. 

Mr. Tostn. What was the classification of the New Orleans district ? 

Mr. Beman. At that time I understand it was a grade B. 

Mr. Tortn. And what was the grade of the district supervisor in 
a class B district ? 

Mr. Beman. Thirteen. 

Mr. Torry. And Mr. Taylor was transferred to New Orleans in 
February of 1949? 

Mr. Beman. Yes, sir. 

Chairman Kran. What is the difference in pay between a grade 14 
and a grade 13? 

Mr. Beman. I believe its about $1,200 a year. 

Mr. Tosty. Did Mr. Taylor ever discuss with you the matter of his 
transfer to New Orleans? 

Mr. Beman. Well, it came as somewhat of a surprise to Mr. Tay- 
lor—I think as a complete suprise—and it was not discussed until the 
order had been issued because he knew nothing about it. 

Mr. Torsrn. Did he ever discuss with you why he had been trans- 
ferred ? 


INTERNAL REVENUE INVESTIGATION 559 


Mr. Beman. Yes. He stated it was his opinion his transfer was 
brought about by the distillery interests and certain personnel in the 
office of the Alcohol Tax Unit, too, who were seeking his removal. 

Mr. Tosin. Did he have any other reason why he thought he had 
been transferred ? 

Mr. Beman. I don’t know, sir. 

Mr. Torin. Mr. Taylor was transferred, and who succeeded him? 

Mr. Beman. Mr. Farrell. 

Mr. Tosin. That is Mr. Fred C. Farrell ? 

Mr. Beman. Yes, sir. 

Mr. Tosi. He had been district t supervisor at New Orleans? 

Mr. Beman. Yes, sir. 

Mr. Tosrn. And had you known Mr. Farrell previously ? 

Mr. Beman. Yes, sir. 

Mr. Tostn. In the course of your joint service in the Alcohol Tax 
Unit? 

Mr. Breman. Yes, sir. 

Mr. Tostn. When did you first learn that Mr. Farrell was to suc- 
ceed Mr. Taylor? 

Mr. Beman. I’m quite sure, sir, that it was the date Mr. Farrell 
and Mr. Taylor both arrived at Louisville from Washington, the 
time that Mr. Taylor had been notified that he had been relieved as 
district supervisor in Louisville. That’s the first official knowledge I 
had of it, or the first knowledge I had of it. 

Mr. Tosrn. After Mr. Farrell came to Louisville as district super- 
visor did you discuss with him the reasons for his transfer ? 

Mr. Beman. Not a general discussion. We talked about it. 

Mr. Torn. Did you ask him why he had come to Louisville? 

Mr. Beman. Yes. 

Mr. Tosrn. What did he tell you? 

Mr. Beman. One remark he made was that he had come to Louis- 
ville to appease the politicians. 

Mr. Tosrn. He stated that he had come to Louisville to appease the 
politicians? 

Mr. Beman. To “ ease the politicians. 

Chairman Kean ou say appease the politicians? 

Mr. Beman. To appease the politicians; yes, sir. 

Mr. Tostn. This transfer of Mr. Farrell to Louisville was a pro- 
motion for him, was it not? 

Mr. Beman. Yes, sir. 

Mr. Torrn. Was Mr. Farrell after he came to Louisville regarded 
as close to Mr. Mealey, the Deputy Commissioner? 

Mr. Beman. Yes, sir. 

Mr. Tosrn. Did that relationship continue, to your knowledge ? 

Mr. Beman. Well, I don’t have any explicit knowledge as to their 
relationship. One instance which was mentioned was—whether that 
would have any bearing upon their relationship or not I don’t know. 

Mr. Tostn. Did Mr. Mealey call on Mr. Farrell at Louisville on the 
occasion of the so-called reused-cooperage controversy / 

Mr. Beman. Yes, sir. 

Mr. Tosin. Were you present when that phone call came? 

Mr. Beman. Yes, sir. 

Mr. Tozrn. What happened after the telephone call; do you recall? 

Mr. Beman. The only remark that Mr. Farrell made was that after 
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talking to Mr. Mealey he was of the opinion that he was no longer 
his favorite supervisor. 

Mr. Torry. He had previously been of that opinion ? 

Mr. Beman. Well, I think that was said more jokingly than any- 
thing else, sir. 

Mr. Tosrn. What was the occasion for disagreement between Mr. 
Farrell and Mr. Mealey at that time? 

Mr. Beman. If there was disagreement it was over policy regarding 
the reused whisky barrels. 

Mr. Tostn. Those are all the questions I have, Mr. Chairman. 

Mr. Boces. You had a very high opinion of Mr. Taylor, did you not ? 

Mr. Beman. Yes, sir. 

Mr. Boces. Mr. Chairman, I knew Mr. Taylor when he was in New 
Orleans. I never had any dealings with him except seeing him occa- 
sionally. He had a very fine reputation there. 

Chairman Kean. Are there any further questions? 

Thank you, Mr. Beman. 

Colonel Taylor. 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Taytor. I do, sir. 


TESTIMONY OF WILLIAM S. TAYLOR, HEAD, PERMISSIVE BRANCH, 
ALCOHOL AND TOBACCO TAX DIVISION, BUREAU OF INTERNAL 
REVENUE, LOUISVILLE, KY. 


Chairman Kean. You are not the Taylor we have been talking 


about ? 

Mr. Taytor. No, sir, different Taylor; no relation that I know of. 

Chairman Kean. Will you give your name and address, colonel? 

Mr. Taytor. William S. Taylor, Louisville, Ky. 

Mr. Tostn. Colonel Taylor, what is your present position with 
the Alcohol Tax Unit? 

Mr. Taytor. My position now is called head of the permissive 
branch of the Alcohol and Tobacco Tax Division of the Bureau of 
Internal Revenue. 

Mr. Tostn. And that is equivalent to the old post of assistant dis- 
trict supervisor, permissive ? 

Mr. Tayvor. Assistant district supervisor ; yes, sir. 

Mr. Torin. You have been a career employee of the Alcohol Tax 
Unit for some years? 

Mr. Taytor. I entered the service in the Prohibition Department 
in 1928 and I have been either Assistant Administrator or assistant 
district supervisor since that time in Louisville. 

Mr. Tonin. Was your service broken by service in World War II? 

Mr. Taytor. Five years; yes, sir. 

Mr. Toztn. When you became a full colonel as well as a Kentucky 
colonel ? , 7 

Mr. Taytor. Yes, sir. I left in January of 1941 and returned in 
March of 1946. 

Mr. Tostn. And resumed your post as assistant district supervisor 
at, Louisville ? 

Mr. Taytor. Yes, sir. 
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Mr. Tostn. When did you become assistant district supervisor at 
Louisville ? 

Mr. Tayvor. I didn’t get that. ; 

Mr. Tostn. When did you become assistant district supervisor at 
Louisville? 

Mr. Tayvor. Oh, assistant district supervisor ? 

Mr. Tosrn. Yes, sir. 

Mr. Tayvor. Well, I was assistant district supervisor of the Bu- 
reau of Industrial Alcohol following prohibition, and then, when we 
consolidated with enforcement, which was part of the Department of 
Justice, I had the title of assistant district supervisor of the Alcohol 
Tax Unit. 

Mr. Tostn. So you held this same post with a variety of titles for 
a great many years? 

Mr. Taytor. Yes, sir. 

Mr. Torrn. You were Mr. Howard Taylor’s assistant supervisor 
during his entire stay in Louisville except for the time you were in 
the Army ? 

Mr. Tayzor. Yes, sir. 

Mr. Tosrn. How would you characterize Mr. Howard Taylor as a 
district supervisor ? 

Mr. Taytor. How would I? 

Mr. Tosrn. Was Mr. Howard Taylor a good supervisor ? 

Mr. Taytor. You mean my evaluation of his service ? 

Mr. Tostn. Yes, sir. 

Mr. Taytor. Well, it was good. 

Mr. Tosrn. In your official dealings with Mr. Howard Taylor were 
you able to run the office and did he perform his duties satisfactorily ? 

Mr. Tayvor. Our relations were very pleasant insofar as I knew, 
that his office was conducted satisfactorily. 

Mr. Toxin. So far as you know, the conditions in the office during 
Mr. Howard Taylor’s service as district supervisor were satisfactory ; 
is that right? 

Mr. Taytor. Yes, sir. 

Mr. Tosrn. Has it been the practice over the years to transfer dis- 
trict supervisors from one district to another ? 

Mr. Taytor. Well, I couldn’t answer that. That’s a matter of 
Bureau policy. So far as I know, it was not. There may have been 
some district supervisors transferred. I don’t recall any. 

Mr. Tostn. Mr. Howard Taylor was summoned to Washington by 
Mr. Mealey on various occasions, was he not ? 

Mr. Tayuor. Yes, sir. 

Mr. Tosrn. When was the last such occasion ; do you recall ? 

Mr. Taytor. Last what? 

Mr. Toptn. When was the last time that Mr. Mealey summoned 
Mr. Howard Taylor from Louisville for a conference? 

Mr. Taytor. Oh, that was just prior to Mr. Taylor being moved to 
New Orleans. I think it was February 1949. 

Mr. Torry. Did Mr. Howard Taylor have any idea that he was to 
be transferred to New Orleans? 

Mr. Tayzor. I don’t think he had at the time he left. I base that 
on the fact that when the supervisor was called to the Bureau he 
usually tried to take his briefcase and fill it up with current matters 
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to have attended to, and get him ready for that trip. I don’t recall 
that there was anything imminent in his mind that he was to be 
transferred. 

Mr. Tosrn. After Mr. Howard Taylor was summoned to Washing- 
ton for this conference with Mr. Mealey in early 1949 did he telephone 
you from Washington ? 

Mr. Taytor. He did; yes, sir. 

Mr. Tostn. What did he tell you? 

Mr. Taytor. He told me that he was going to New Orleans, that 
there would be a new man in Louisville, he was going to be transferred 
to New Orleans. 

Mr. Tosrn. How did he seem to like that news? 

Mr. Taytor. Well, I don’t recall the conversation over the tele- 
phone. We didn’t talk at any length. That was just about the in- 
formation I got. The impression that I had at the time that he was 
somewhat surprised. 

Mr. Tosrn. Would you say that he was distressed or upset about 
this news ? 

Mr. Taytor. I couldn’t recall the language at all, but he was sur- 
prised and, of course, was disappointed. 

Mr. Tosrn. He was disappointed ? 

Mr. Tayxor. I think so. 

Mr. Tostn. The grade of district supervisor at New Orleans at that 
time was grade 13, was it not? 

Mr. Taytor. I believe so; yes, sir. 

Mr. Tontn. Was Mr. Taylor demoted when he was transferred to 
New Orleans? 

Mr. Taywor. I don’t think he was. 

Mr. Tontn. How would that be possible ? 

Mr. Taytor. My information was that they upgraded the New Or- 
leans district or the New Orleans office in order to take care of him. 
That’s just hearsay information and I couldn’t say who told me. 

Mr. Tosntn. When did Mr. Taylor return to Louisville following 
this conference in Washington with Mr. Mealey? 

Mr. Taytor. On Sunday morning following that conference. I 
think his conference was Thursday or probably Friday. 

Mr. Tosrn. Did you meet Mr. Taylor at the train ? 

Mr. Taytor. I did, yes, sir. 

Mr. Torrn. How would you describe Mr. Taylor’s appearance when 
you saw him that Sunday morning? 

Mr. Taytor. Well, I didn’t notice anything particularly different 
in his appearance at that time. Mr. Farrell got off the train with him, 
and that, incidentally, was the first time that I knew who was going 
to replace Taylor. 

Mr. Tortn. What had been Mr. Howard Taylor’s state of health 
prior to his transfer ? 

Mr. Taytor. His what? 

Mr. Torry. Prior to his transfer to New Orleans had Mr. Taylor 
been a healthy, vigorous man ? 

Mr. Taytor. I thought so: yes. 

Mr. Tosrn. Did he work long hours? 

Mr. Taytor. He did; yes. 

Mr. Tos. Active in his office? 
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Mr. Taytor. Very active. He had a propensity for hard work, 
effort. He wanted to do most all the work himself. He was a poor 
hand to delegate authority to anyone. He had to be turning the crank 
himself. 

Mr. Torry. Would you describe him as a forceful, vigorous in- 
dividual ? 

Mr. Taytor. As an individual, yes, sir, I should say he was. 

Mr. Tosry. Did Mr. Taylor present that demeanor to you when 
you met him at the train that Sunday morning 

Mr. Taytor. Well, I couldn’t say that he did or didn’t, as a direct 
answer to that question. But he looked very much like a whipped 
child when he got off the train, and the times I talked to him after 
that. 

Chairman Kean. He looked like a whipped child ? 

Mr. Taytor. Looked like a whipped child, looked like he was dis- 
appointed, and things were going wrong, and the whole world was 
upside down. That was the impression I got and I couldn’t say 
what conversation caused me to think that. 

Mr. Tosrin. Did he thereafter discuss with you the reasons for his 
transfer ? 

Mr. Taytor. He was very reticent to talk to me about it. I did 
discuss with him the conversation in Mr. Mealey’s office, and, as I 
recall, about all that he told me that he couldn’t stay in Louisville 
any longer and that he was going to New Orleans. 

Mr. Tostn. In the year prior to this transfer, 1948, had Mr. Taylor 
made a political contribution ? 

Mr. Taytor. He told me that he was going to. Whether he did or 
not, I don’t know. 

Mr. Torry. What did he tell you? 

Mr. Taytor. A personal friend of mine was a candidate for the 
United States Senate, Senator Cooper, and Howard asked me one 
morning to do him a favor. I said, “I will if I can.” He said, “I want 
to make a contribution to John Cooper’s campaign, and I would like 
for you to take my check down.” 

And I told him that I thought Mr. Cooper would probably ap- 
preciate that, but I believed it would be better for him to take it. I 
didn’t exactly refuse to do it, but I suggested to him that Mr. Cooper 
would probably appreciate meeting him personally and, in my judg- 
ment, it would be better for him to go down to headquarters—it was 
only two or three squares— and make a personal contribution. 

Mr. Boces. How much did you give him? 

Mr. Tartor. How much? 

Mr. Boaas. Yes, sir. 

Mr. Taytor. I think I contributed $200 at that time. 

Mr. Boces. How much did Mr. Taylor contribute? 

Mr. Tayxor. I don’t know. 

Mr. Toprn. Was it generally known in the Louisville office th at Mr. 
Taylor had made a contribution to Senator C ooper’s campaign ? 

Mr. Taytor. I heard different people talk about it. I don’t know 
how far it was generally known, but I do recall different ones men- 
tioned it afterward. 

Mr. Tostn. Who, for example, discussed it? 
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Mr. Tayzor. I couldn't say they named the ones. Some of the in- 
spectors or investigators in the hallway mentioned something about 
it. 

Mr. Tosrn. People in more or less lower echelons in the office? 

Mr. Taytor. I believe one man—after that I think I talked to Mr. 
Priest about it, who at that time was chief inspector. 

Mr. Toprn. Was there any speculation in the office at this time 
that Mr. Taylor was to be transferred out ? 

Mr. Taytor. Not that I ever heard of. 

Mr. Tostn. There was not? It was generally known in the office 
or at least was the subject of discussion among various minor em- 
ployees that Mr. Taylor had made a contribution to the Republican 
candidate for the Senate, was it not ? 

Mr. Taytor. Well, he told me that he was going to, and I assumed 
told other people because I was not the closest man to him. He had 
lots of friends there. 

Mr. Tostn. You heard minor employees in the office discussing this 
matter in the hallways, the inspectors and investigators? 

Mr. Tayvor. I say I may have. I couldn’t call the name, but I think 
I have heard some of them speak of it, that is, following his transfer. 

Mr. Toptn. Was there any speculation that the contribution had 
anything to do with the transfer ? 

Mr. Taytor. Speculation to what ? 

Mr. Topstn. That Mr. Taylor’s political contribution had any- 
thing to do with his transfer to New Orleans ? 

Mr. Tayzor. Well, I don’t know. If there was speculation on that 
I don’t recall it. 

Mr. Tostn. That is all I have, sir. 

Mr. Boces. Mr. Taylor, did you always serve in the Louisville 
office ? 

Mr. Taytor. No, sir; my home originally was in Somerset. I lived 
in Louisville since I was in the Government service. 

Mr. Boas. Did you ever serve in the New Orleans office ? 

Mr. Taytor. No, sir. No, sir, I have never been to New Orleans. 
Only during the war was I in New Orleans, on various weekends, be- 
cause I trained at Hattiesburg and at Camp Livingston. 

Mr. Bocas. You just have not met all the outstanding people. 

Chairman Kean. Along that line, Mr. Taylor, a witness that we 
had a couple of weeks ago testified that in the general opinion of the 
Bureau New Orleans was considered almost like going to Russia. 

Mr. Boces. Going to Siberia. 

Chairman Kean. Going to Siberia. Was that the general opinion, 
that a transfer to New Orleans was a very unhappy place to be sent 
to? 

Mr. Taytor. I wouldn’t have thought so, and I don’t consider it so 
now. Of course, the districts are dissimilar in that Louisville dis- 
trict has a concentration of distilling interests there. 

Chairman Kean. Louisville is a very important district? 

Mr. Taytor. In my department, yes, sir; much more so, but I 
wouldn’t say there is a great deal of difference in it for a district 
superv isor. 

Chairman Kean. The supervisor not only has your end of the work 
with the permissive people, or the legitimate people, but also the 
work with the illegitimate people, and probably in Kentucky, where 





INTERNAL REVENUE INVESTIGATION 565 


there are so many legitimate liquor companies, unless you get up in 
the mountains, you have less illegitimate ones than you might have in 
some other area, I suppose. 

Mr. Sapiak. Are we still talking about the distilling industry, Mr. 
Chairman ? 

Chairman Kran. Yes. One other thing, Mr. Taylor; when they up- 
grade an office like they upgraded the New Orleans office, does that 
require the upgrading of everybody along the line? Did I under- 
stand you to testify that Mr. Taylor, when he moved to New Orleans, 
was upgraded, and the New Orleans office was upgraded, so he was able 
to maintain his same grade? 

Mr. Tayvor. If I’m not mistaken, he told me that. 

Chairman Kean. When they generally upgrade an office, does that 
require the upgrading of everybody along the line, or does it only 
require the upgr ading of the top person ? 

Mr. Tayrtor. I don’t know sir. Mr. Avis would have to answer that. 

Mr. Tovin. Mr. Chairman, I do have a few more questions for 
Colonel Taylor. 

Colonel Taylor, do you recall being interviewed by members of the 
staff the day before yesterday in my office ? 

Mr. Taytor. Yes, sir. 

Mr. Tostn. I would like to read you an excerpt or two from your 
testimony. I asked you: 


Was there any speculation in the office after the election in 1948 that something 
was going to happen to Howard Taylor? 


You replied: 


If so, I never heard it. 

Question. You never heard it? 
Answer. No. 

I asked you: 

Did he ever discuss that with you? 
You answered: 


No, he never did before he was transferred. Now, I heard lots of smiling, 
laughing remarks after the boy was transferred, saying, “Just as I expected,” 
things like that. 

Mr. Tartor. That’s about correct. 

Mr. Tostn. What did people mean when they said, “Just as I 
ex ws cted "9 

Taytor. Well, I wouldn’t know. That phrase that I inter- 

a there is not from exact memory, but just about what I imagined 
happened down there. There was some discussion after he went to 

New Orleans, and discussion of that sort, to be perfectly frank with 
you, I never paid a great deal of attention to. They don’t make a very 
lasting impression on me. 

Mr. Tosrn. What did you have in mind when you gave us that 
testimony ? 

Mr. Tayrtor. I didn’t get your question. 

Mr. Tostn. What did you have in mind when you related that to us? 

Mr. Taytor. Well, in all probability, and I think now that I have 
discussed it with some people, but the exact conversation I don’t 
recall. There was a great deal of discussion on Howard Taylor’s being 
moved, there naturally would be, and I don’t recall who I talked to or 
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what was said. I just recall very vaguely the-impressions that I 
formed concerning his transfer down there. 

Mr. Topin. I then asked you, Mr. Taylor: 

Was it generally regarded in the office in Louisville after these two transfers 
had been effected— 
meaning Mr. Taylor’s an@ Mr. Farrell’s transfers— 
was it generally believed that Mr. Howard Taylor’s transfer was a political 
move on the part of the administration against him? 

You answered: 

It was generally believed he was moved because of certain ones that wanted 
to move him. 

Question. Who were the certain ones who wanted to move him? 

Answer. Well, Senator Glenn, who was collector of internal revenue at that 
time, a group of politicians. 

Mr. Tayvor. If I am not mistaken, Howard Taylor informed me 
of those things. Someone did. I never talked to Glenn about Tay- 
lor prior to his transfer or afterwards. 

Mr. Torrn. I then asked you, Colonel Taylor: 

So it was felt among some people in the office at least that this incident was 
a demonstration of what happened to people who didn’t do what the admin- 
istration wanted on matters that were totally unrelated to work? 


And your answer was: 
That seemed to be the situation there. 


Mr. Tartor. Well, one could very easily get that impression, and, 
as I say, it was only an impression, and my memory of the conversa- 


tions which formed that impression is quite vague. 
Mr. Tostn. With respect to Mr. Taylor’s health and appearance 
after the conference in Washington, I asked you: 


How did he react to a transfer at the time of the telephone call? 


Your response was: 


Well, in the only expression I know, his voice sounded like he was in pretty 
low spirits. He was just whipped down. In fact, he had that appearance to 
me physically and mentally, and every time I saw him after that. 

Mr. Taywor. That’s right. That is quite right. I remarked about 
that to different people subsequent to his return from Washington. 

Mr. Tosrn. We went on to discuss that matter, and I asked: 


After this conference in Washington, he was never the same? 


Your response was: 


Well, he just had the whole bottom knocked completely out from under him. 
He never in my presence exhibited any aggressiveness after that. It seemed 
like he was whipped down. 

Mr. Taytor. That’s right. 

Mr. Tostn. Is that accurate? 

Mr. Taytor. That’s my impression of that. 

Mr. Saptak. What is the exact date of that affair when Mr. Taylor 
returned from Washington ? 

Mr. Tosrn. It would be the very end of January 1949, Mr. Sadlak. 
I do not have the precise date. The date of the conference in Wash- 
ington was January 27, 1949, a Thursday. The witness has testified 
that it was the Sunday following, so that would be January 30, 1949. 
The transfer to New Orleans was effective on January 15, 1949. 


| 
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Chairman Kran. Are there any other questions? 

Thank you, Colonel Taylor. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. The first witness will be Mr. Farrell. 

(Whereupon, at 11:45 a. m., Thursday, March 12, the hearing was 
recessed, to reconvene at 10 a. m., Friday, March 13.) 
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FRIDAY, MARCH 13, 1953 


Hovuss or REpresENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION 
OF THE INTERNAL RevENvE Laws, 
OF THE COMMITTEE ON Ways AND MEans, 
Washington, D. C. 

The subcommittee met, at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Kean, Martin, King, O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel; and Joseph M. F. 
Ryan, Jr., assistant counsel. 

Chairman Kean. The subcommitee will come to order. 

Mr. Farrell, do you solemnly swear the testimony you are about to 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Farrewu I do. 


STATEMENT OF FRED C. FARRELL, ASSISTANT DISTRICT COMMIS- 
SIONER, ALCOHOL AND TOBACCO TAX DIVISION, BUREAU OF 
INTERNAL REVENUE, LOUISVILLE, KY. 


Chairman Kran. Will you give your name, address, and present 
capacity ¢ 

Mr. Farrevtyi. Fred C. Farrell, Assistant District Commissioner, 
Alcohol and Tobacco Tax Division, Louisville District, Louisville, Ky. 

Mr. Tostn. Mr. Farrell, you have been employed in the Alcohol 
Tax Unit for some years; have you not? 

Mr. Farrevyu. I came in—I took the civil-service examination in 
1928, December I believe it was—after January 1929. 

Anyway, I was appointed to storekeeper-gager in February 1929. 

Mr. Tosry. And you have received a series of promotions and 
worked your way up since that time; is that right ? 

Mr. Farretzt. Well, I have been promoted, yes, along the line. 

Mr. Tosrn. You served as assistant district supervisor in New York 
City? 

Mr. Farreww. Yes. 

Mr. Tostn. And subsequently became a district supervisor at 
Seattle? 

Mr. Farrety. Yes. 

Mr. Tostn. When was that, sir? 
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Mr. Farrevy. I was assistant district supervisor in New Orleans 
first in 1940. 

Mr. Torry. Assistant district supervisor at New Orleans? 

Mr. Farrevi. In New Orleans. 

That is where my first assistant’s job was, and I served there from 
March 1940 until September 1942. I was transferred to New York 
in September 1942. I remained there until March 1943 as assistant 
district supervisor. 

I was transferred to Seattle as district supervisor in March of 1948. 

I was transferred from Seattle back to New Orleans as district 
supervisor in October 1944. 

I was transferred from New Orleans to Louisville as district super- 
visor in February 1949. 

I am now at Louisville. 

Mr. Boges. You were transferred to New Orleans, were you not, 
in 1944? 

Mr. Farrety. As district supervisor; yes. 

Mr. Bocas. Do you feel that you were being sent down the road? 

Mr. Farrety. No, sir. I worked there before. That’s God’s coun- 
try. I like New Orleans.. I may make my home in New Orleans. 

Mr. Bocas. I think that would be a very wise thing. You consider 
that a good post, do you! 

Mr. Farreti. I spent many years there. I heard it was a penal 
institution. It is a good district, good people. The people are a 
little bit different from Middle America, but you get to know them 
and then you can’t get along with the Middle American people any 
more. 

Mr. Torry. Mr. Farrell, when did you first get any indication that 
you might be transferred to Louisville as district supervisor ¢ 

Mr. Farreti. That was on a Thursday. 

Wait a minute. Mr. Mealey called me up on a Tuesday I believe 
in the latter part of January, and told me to be in Washington on 
Thursday. 

Now, I don’t remember the exact date. 

Mr. Torr. During the previous summer, Mr. Farrell, did Mr. 
George Cunningham at that time in the Bureau of Narcotics at 
Louisville, Ky., discuss with you the possibility of your coming to 
Louisville as district supervisor ¢ 

Mr. Farreti. Well, George Cunningham and I were raised together, 
and we discussed Government matters, and he said that the situation 
in Louisville was pretty bad, and he wanted to know if I would be 
interested in voing to Louisville. 

I said, “No,” I was not interested in going to Louisville. I liked 
New Orleans. 

Mr. Tostn. How did Mr. Cunningham of the Bureau of Narcotics 
come to ask you in the Alcohol Tax Unit if you would like to go to 
Louisville ? 

Mr. Farreii.. That’s something I don’t know. His office is right 
across the hallway from my office now; I mean where he formerly 
was, 

Mr. Torry. Did you think anything more about it after this con- 
ference with Mr. Cunningham? 

Mr. Farretu. No; I didn't. 
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Mr. Tosrn. In late January of 1949, sir, you were called to Wash- 
ington by Mr. Mealey. Did you have any idea at the time you came 
to “Ww ashington what the conference was to be about ? 

Mr. F ARRELL, I had absolutely no idea, and I didn’t know until I 
saw — Taylor come in the door. I didn’t know then. I was sitting 
in Mr. Meale -y’s office, outer office, when Mr. Taylor came in the door 
and I ace i him of doing something he shouldn’t have done to bri ing 
both of us up there, and I didn’t know what the score was then. 

Mr. Taylor went into Mr. Mealey’s office, stayed about 5 minutes, 
and Mr. Mealey called me in, said, “Fred, you are going to Louisville 
and Howard’s going to New Orleans.” 

That’s the first inkling I had that I was going to be transferred 
to Louisville. 

Mr. Torry. Did Mr. Mealey tell you why the transfer was to take 
place? 

Mr. Farreti. No, we didn’t discuss it. 

Mr. Tortn. Did Mr. Taylor discuss it with you subsequently ? 

Mr. Farreti. No. Mr. Taylor told me going down on the train 
when we went to Louisville and I got off there and my wife met me 
there to locate a house—then Taylor went on to New Orleans with 
me and he told me going down on the train that he had been expect- 
ing to be moved out of Louisville for about a year. 

Mr. Torin. Did he tell you why? 

Mr. Farretu. No, I didn’t ask him why. 

Mr. Tonrn. What was your grade when you were district supervisor 
in New Orleans, sir? 

Mr. Farrety. I was grade 13 at $8,150. 

Mr. Torry. And you were made a grade 14 at Louisville? 

Mr. Farrer. $8,500. I got a $350 raise. It cost me a thousand 
dollars to move to Louisville. 

Mr. Tosrn. Mr. Farrell, on February 15, 1949, you assumed your 
new duties at Louisville: is that right. 

Mr. Farrety. Yes. 

Mr. Topsrn. On February 15, 1949, you called Mr. Mealey, Mr. 
Farrell, according to transcripts of a telephone conversation “hie th 
have been made available to us. 

I would like to read you the conversation : 

Mr. MEALEY. Congratulations on your new job. Glad you are on the job. 

FARRELL. Got in this morning. Colonel Taylor is still acting. Furniture got 
held up in flood. Called to let you know I am here and see if there are any 
more instructions. 

MEALEY. No there aren’t, except this: I told Barkley’s people and Chapman’s 
people and Withers’ people that they should agree on one man to direct things 
down there. Said they would, and as soon as I know I will get in touch with you. 

FARRELL. I wish you would. Would certainly be glad to have that. 

MEALEY. I want them to agree on one guy. 

FARRELL. Yes, that would be fine. 

What is that conversation about ? 

Mr. Farreti. Well, now, the conversation explains itself. Evi- 
dently Mealey intended to set up someone in Louisville. 

Mr. Torin. For what purpose ? 

Mr. Farrevt. Probably to screen the jobs through and to pass ou 
the people that are appointed to positions in the Louisville district. 

Mr. Tonrn. You were to have your jobs selected by a man selected 
by— 
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Mr. Farreci. That’s what he said there. I never seen the man and 
never heard of him. There has been no man mentioned to me by 
anyone else except Mealey. 

Mr. Tosrn. But that was your understanding at the time; is that 
right? 

Mr. Farrein. No, I didn’t know. I met Mr. Mealey before, met 
him in New Orleans. Mealey said, “I am a politician.” I knew he 
was a politician and everything he ‘told me I accepted on that basis, 
and he wasn’t a hard man to deal with. He wasn’t a hard man to 
deal with if you know what his purpose was. I didn’t have any trouble 
with him. 

There wasn’t anyone named in Louisville to screen these positions 
and Mealey never brought it up again. 

Mr. Tost. Shortly after this conversation between yourself and 
Mr. Mealey, on February 15, did Mr. Mealey call you with reference 
to this reused cooperage matter? 

Mr. Farrewu. Oh, yes. 

Mr. Tosrn. About when was that, April of 1949? 

Mr. Farrei.. It was about April, yes. 

Mr. Tosrn. What was the substance of that conversation ? 

Mr. Farreti. Well, Mr. Mealey didn’t like it because I had taken a 
Kentucky stand on the reused cooperage deal and had asked Colonel 
Taylor, who is my assistant, to find out for me how much whisky was 
in reused cooperage in our district, so he set about doing it. 

We wanted a quick answer, and we got it, and Mr. Mealey found 
out about it and he called me up and really worked me over nicely 
about it. 

Mr. Tostn. Why was he irritated, because you tried to find out about 
this? 

Mr. Farrety. I don’t know. I don’t know anything about that. 
All I know, he was irritated, and why he was irritated I don’t know. 

Mr. Tosrn. What did Colonel Taylor find out as to this reused 
cooperage ? 

Mr. Farreti, Oh, I think we found out that there were several hun- 
dred thousand barrels of reused cooperage in warehouses. 

Mr. Mealey subsequently told me that he had been advised by the 
pro-reused cooperage group that there was only 50,000 barrels in 
storage in the whole United States. 

Mr. Tortn. Which would have been an element that Mr. Mealey 
was probably considering when he issued this circular ? 

Mr. Farreuu. Yes. 

Mr. Torstn. Mr. Chairman, what this reused cooperage matter 
amounts to is this: 

Prior to April 1, 1949, bourbon whisky to be aged had to be aged 
in new charred oak barrels which could not be reused after they had 
been stored that way. 

During the war this cooperage was scarce and a lot of the distilleries 
had to store their whisky in used or second-hand barrels. 

Under the regulations then in effect, you couldn’t claim age for the 
time that whisky was in the second-hand barrels, so that when this cir- 
cular was issued allowing people to claim age for that time, that meant 
that this whisky which had been regarded up to this time as brandnew 
for labeling purposes—could now be called 4-year-old or 6-year-old 
whisky, depending upon how long it has been in that reused cooperage. 
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The result of that would be to inflate tremendously the value of 
this whisky which had been stored in reused cooperage. 

Mr. Bocas. What difference does it make in the quality of the 
whisky ? 

Mr. Toxsrn. That is one of the matters that became the subject of 
controversy and was never ultimately determined one way or the other. 

The circular was rescinded and there was a terrific fight about that. 

Chairman Kean. I remember the argument on the subject at the 
time in the newspapers. 

Do I understand that the witness took issue with Mr. Mealey’s 
decision ? 

Mr. Torry. Yes, sir. 

Mr. Farretn. I didn’t understand that. 

Mr. Tosry. You were in disagreement with Mr. Mealey as to this 
reused cooperage. You disagreed with the circular. 

Mr. Farrewi. Oh, yes. 

Chairman Kean. You did not believe that the old barrels 

Mr. Farrety. No, it was overthrowing the practice that had been 
in effect 1,150 years with respect to aging the whisky. You wouldn’t 
like it and the distillers didn’t like it. 

Chairman Kran. That gave tremendous profits to certain people, 
did it not ? 

Mr. Farrety. I don’t know just exactly, but reused cooperage was 
selling around $2 a gallon, $2.25 at that time, and around the pre- 
Korean war, and the same age whisky in new cooperage was selling 
around $6 or $7 a gallon. 

Chairman Kean. Instead of having this $2 whisky, they suddenly 
found themselves having $6 whisky ? 

Mr. Farretyi. That’s right. 

Mr. Boggs. Just out of curiosity, what effect does the use of reused 
cooperage have as compared to new cooperage ? 

Mr. Farreti. Well, the aging effect is not obtained in reused coop 
erage. In the cooperage itself there is a certain amount of tannic 
acid and other matter that contributes to the oxidation or the esterfi 
sation of the higher alcohols that are in whisky, and that gives the 
whisky the bouquet. 

Now, in the reused cooperage those tannings and cellulose substances 
have been used up so you don’t get that. We sometimes, back right 
after repeal, I think used oak chips for that purpose. 

Mr. Boces. What is normally used for cooperage ? 

Mr. Farreii. White oak, only white oak. 

Mr. Boces. When you have new 6-year old whisky do you keep it 
in that same barrel ? 

Mr. Farrety. In that same barrel for 6 years, if you like 6-year 
old whisky. 7 

Mr. Boges. So after 6 years is up the qualities that would add to 
the bouquet of the whisky are pretty well used up; is that right? 

Mr. Farrety. I would think so. My opinion personally, I think, 
it is used up before you get to the 6 years. I think whisky 5 years 
old has matured. It is prime if it has been in the right position in the 
warehouse. 

Mr. Boces. After they have stored whisky for, say, 5 years or 6 
years, do they ever transfer it from one cooperage to another? 
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Mr. Farreti. Yes; they do that. They transfer it from reused to 
new cooperage for the purpose of claiming age, but the age begins 
at the time of the transfer. 

You may keep it in reused cooperage for 4 years, but if you want 
4-year old whisky you have to keep it in that new barrel for 4 —. 
‘Mr. Boces, Suppose you wanted 8-year-old whisky. Would i 

work the other way around? 

Mr. Farreti. No, the same thing. You can’t claim age on your 
label for the time the whisky has been in the reused cooperage, but, 
now, you can bottle that whisky in bond. 

Mr. Boces. You cannot claim any age at all? 

Mr. Farre.y. You can’t claim any age at all, but you can bottle 
in bond, which infers age of 4 years. 

It’s got to be 4 ye: irs old before you bottle it in bond. 

Mr. Tov, The purpose of your inquiry in this matter was to find 
out just how much of this re used cooperage whisky was around and 
to get an idea therefore of the effect on the liquor industry of this 
concern ? 

Mr. Farrevi. That is right. 

Mr. Tosry. And for doing that you were rebuked by Mr. Mealey ? 

Mr. Farreti. And good. 

Mr. Tosin. His feelings were pretty strong on this reused cooper- 
age matter ? 

Mr. Farrevy. Yes, at that time. Mealey was mad at me half the 
time, but we still weren’t unfriendly. I mean he wasn’t a bad man 
to get along with. 

Mr. Tosrn. You say that after this reused cooperage controversy 
your relationship with Mr. Mealey was not as close as it had been 
before 4 

Mr. Farreti. No. He left me for a while. We never did come 
back to a cushy basis. We didn’t occupy the same bed from then on, 
but we were friendly. 

Mr. Tosrn. Did this dispute between you and Mr. Mealey have 
anything to do with the fact that no one was ever named with whom 
you were to screen appointments ¢ 

Mr. Farreityi. How’s that ? 

Mr. Tortn. You were told on February 15 that a man would be 
named in Louisville with whom you were to screen all appointments. 
About a month later you had this considerable argument with Mr. 
Mealey on reused cooperage which you have testified caused you and 
Mr. Mealey to go apart for a time. 

Would the fact of that friction between you have had anything to 
do with the fact that he never did name the man? 

Mr. Farrevt. Well, now, I don’t know. Mr. Mealey’ may have 
changed his mind. The political situation may have changed. The 
pressure on him may have been lifted. I don’t know what happened. 

All I know is that nobody was ever named and nobody ever came to 
me and said, “I am the man to pass on all the appointments you make.” 

Mr. Tosrn. If such a man had been named and had been so identified 
to you, you would have in fact screened your appointments with him, 
would you not? 

Mr. Farrety. I don’t think I would; no. 

Mr. Tontn. Didn’t you agree on February 15 to do that? 
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Mr. Fanrrewy. I was talking to Mr. Mealey as a politician on Feb- 
ruary 15. When a man comes to me and tells me, uf ‘arrell, I am pass- 
ing on people that are appointed in your unit here; they are dealing 
with me,” I am going to say no because I started at the lowest job in 
this business and I worked up, but without any political help, and I 
am not going to jeopardize my job by telling you that you can pass 
on the people that I appoint in my district. 

Mr. Tortn. Yesterday, Mr. Farrell, we had some testimony by the 
head of the enforcement branch of your office, Mr. Yates, with respect 
to the manner in which he got his appointment. 

How did Mr. Yates come to be appointed? How did he come to be 
app re assistant district supervisor ¢ 

, FarreLL. He was appointed by Mr. Avis and Mr. Mealey. 

Mr. Tostn. Was he their appointment ? 

Mr. Farrevu. I presume so. They are the people that make the 
appointments. I don’t think Mr. Chapman was akin appointments 
at that time. 

Don’t put that in the record. 

Mr. Tostn. Would you repeat that, please? 

(The record was read by the reporter, as follows: “I don’t think Mr. 
Chapman was making appointments at that time.) 

Mr. Tortn. On February 5, 1953, Mr. Farrell, you were inter- 
viewed by Mr. Ryan of our staff. 

Mr. Farrewu. Yes. 

Mr. Torry. The discussion turned to Mr. Yates and you identified 
him as the assistant supervisor, enforcement, Mr, Farrell. 

Mr. Farrewy. Yes. 

Mr. Torry. You were asked: 









Would you say that he was a political appointee? 
And your answer : 


You decide that. I don’t know. Well, yes, there is no need beating around the 
bushes about this thing-—— 


Mr. Farrety. I am telling the same thing. 
Mr. Tosrx. Let me finish. You said: 


You decide that. I don’t know. Well, yes, there is no need beating around 
the bushes about this thing, no question about it, that he was put in there by 
Chapman. 


Is that a fact ? 
Mr. Farreti. Apparently so; yes. Can you read the rest of that ? 
Mr. Torin. Surely. | Reading :] 


When I was up there in January, when I came up the first time with Howar 1 
Taylor, we had an investigator in charge in Louisville named Bill Kinnaird 
that I worked with on the Pacific coast when I was a fieldman, and I knew Bill. 
I had known him for a number of years, and I knew him to be an excellent en- 
forcement officer, and I recommended to Avis that he be given a job as assistant 
enforcement officer. 

Beman had already made known his intention to retire. He said that he was 
a Republican, so that settled that. 


Mr. Farrevh. Wait aminute. Whosaid that? 
Mr. Tostn. This is your testimony, sir. You are referring to 
Kinnaird: 

























He said that he was a Republican——— 
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Mr. Farretu. Whosaid that he was a Republican ? 
Mr. Tosin. You told us that Kinnaird has said that. 

Mr. Farrety. Oh, no; I said Mr. Avis said that. I was talking of 
Mr. Avis then. 

Mr. Tosrn. Show him the transcript. 

In any event, was that the reason why Mr. Kinnaird did not become 
assistant supervisor ¢ 

Mr. Farrewu. I don’t know. 

Mr. Torin. Mr. Kinnaird was your recommendation; is that right? 

Mr. Farretu. I recommended Mr. Kinnaird and Mr. Avis told me 
that Kinnaird was a Republican and couldn’t get the appointment, 
that Yates was a qualified man. 

On the other hand, we had two political influences working there. 
We had Mr. McKellar for the other man, and I accepted Yates on 
Mr. Avis’ say so. 

Mr. Tostn. That is between Yates and Moseley; is that right ? 

Mr. Farrevi. Yes. And you say here that: 

You think Senator Chapman was the driving force in Yates’ appointment? 


And I said: “Yes, I do.” 

I still do. 

Mr. Tosrn. So that when the matter of this appointment as assist- 
ant supervisor came about with your recommendation of Mr. Kinnaird, 
you were told by Mr. Avis that Mr. Kinnaird was out because he was 
a Republican. 

After Kinnaird you preferred Mr. Yates because of 

Mr. Farreti. Mr. Avis recommended Mr. Yates. He is the man 
that said Mr. Yates was the man. I didn’t know. Mr. Yates. 

Mr. Tortn. Isee. And Mr. Yates was appointed? 

Mr. Farreti. Yes, after so long a time. They battled back and 
forth down there on it. 

Mr. Torry. The job of assistant supervisor, enforcement, was held 
up for some months; is that right ? 

Mr. Farreiyi. Well, it was held open primarily because Mr. Beman’s 
terminal leave hadn’t expired. 

Mr. Tosrn. And during that period there was this struggle between 
the Moseley faction and the Yates faction as to who would get the 
job? 

Mr. Farreu.. Yes. 

Mr. Tosnrn. And ultimately the Yates faction prevailed ? 

Mr. Farrety. Mr. Yates has the job. 

Mr. Tosrn. Those are all the questions I have, sir. 

Chairman Kean. As to this liquor, was there one company that 
owned a tremendous amount of this liquor which had been stored in 
the old or, you might say, the new barrels? 

Mr. Farrext. I'll tell you, Mr. Chairman, that company doesn’t 
operate in my district, and I don’t know. I think you are referring 
to the Publicker Co. I am not sure, but they don’t operate in my 
district and I know nothing about it. 

Chairman Kran. I thought you said that you had checked that. 

Mr. Farrect. In my own district. 

Chairman Kean. And there were not any companies there that had 
any specially Jarge amounts? 
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Mr. Farrewn. Well, between 300,000 and 400,000 barrels there, but 
the people that stood to make the most money out of this reused 
cooperage deal were the brokers. They were buying this whisky. 

Chairman Kean. They would buy it in anticipation of such a 
decision ? 

Mr. Farrett. Well, they bought it at a low price. I had better not 
say this because I don’t know it to be a fact, but there was a lot of 
pressure put on. 

Chairman Kran. The talk or the gossip was, which you cannot 
testify as fact, that the brokers bought a lot of this low-priced whisky 
and then tried to explain to the department that they should change 
this decision ? 

Mr. Farrey. Yes, sir. 

Chairman Kean. By which they made a lot of money ? 

Mr. Farrett. That was the the idea behind it. 

Chairman Kran. Thank you. 

Mr. Farrevtt, Could I say one thing? 

Chairman Kean. Yes, sir. 

Mr. Farrety. Mr. Beman testified here yesterday about this appeas- 
ing the politicians. 

Mr. Tostn. Yes, sir; he did testify to that. I am glad you brought 
that up. 

Mr. Puend. I want to say in regard to that that I don’t recall ever 
making such a statement. I doubt if I did make it because I would 
have no basis for it, because I didn’t know any politicians that would 
be appeased to begin with at that time. 

Of course, I know a lot of politicians in Kentucky now. I know 
a lot of them in Kentucky. I know a lot of them everywhere. 

I have worked over the country and I have a lot of friends and when 
I found out which is the right politician and which is the wrong 
one, I am going up and visit the right one. 

I’ve got some on both sides, I think. 

Chairman Kean. Thank you, Mr. Farrell. 

Mr. Avis. 

Mr. Topsrn. Mr. Avis, you have been previously sworn, have you? 

Mr. Avis. Yes, sir. 


TESTIMONY OF DWIGHT E. AVIS, HEAD, ALCOHOL AND TOBACCO 
TAX DIVISION, BUREAU OF INTERNAL REVENUE—Resumed 


Mr. Topsrn. Mr. Avis, I would like first to get some information 
for the subcommittee with respect to this transfer of the two district 
supervisors, Mr. Taylor and Mr. Farrell, in February of 1949. 

When did you as Assistant Deputy Commissioner, Enforcement, 
first learn that this transfer was to be made? 

Mr. Avis. Well, it was sometime in the latter part of January 
1949. 

Mr. Tostn. And who told you that the transfer was to be made? 

Mr. Avis. Mr. Mealey. 

Mr. Tostn. What did he tell you? 

Mr. Avis. As I recall the situation, we were in a conference there, 
3 or 4 of us, anyway, around the table. He got a call to come to the 
Commissioner’s office and he came back and said that he had just been 
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But he did tell me. 


lorry. What did he tell you? 


Chairman, 


far as Mr. 


He does not recall it. 
You mean he allegedly said it 
it and this man is supposed to testify to it? 
Not as proof of the fact that Mr. Schoeneman said it, 
but simply as proof of what Mr. Mealey told him. 

That is the rankest kind of hearsay, Mr. 
Chairman Kran. We are not proceeding under the rules of legal 


Mr. 


ind this. 


decide. 





advised by the Commissioner that there was to be a switch made of 
Mr. Farrell, the district supervisor in New Orleans, and Mr. Taylor, 
the supervisor in Louisville, and that it was to take place immediately, 
and that it was necessary for him to send for both of them and bring 


Mr. Torin. Did he tell you why the transfer was to take place? 


whether he told me right that day, or a few days 


there is extreme reluctance 
on my part to testify to conversations which involve third parties who 


are prominent in public life, and as far as they are concerned, what 
I would say would be hearsay. 


Now, I will relate the conversation if I am required to. As I say, 
I do have some reluctance because of the fact that as to third parties 
The man who told you it did not receive it as 
It was not hearsay as far as he was con- 


Avis is concerned, Mr. Chair- 


Mr 
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perhaps be required to bring in the names of prominent persons who 
may be unduly injured with hearsay testimony ¢ 


I want the committee to decide that. 
ing to tell the committee in executive session or at the bar there what 


ter, he is going to testify as to what he was told by Mr. 
Mr. Meale y told him is the conversation that Mr. Mealey 
with Mr. Schoeneman, I believe. 

Mr. Avis. That’s right. 

Mr. Boacs. Where is Mr. Schoeneman ? 


At least part of what he would have to say would be hearsay. 
There are very well-established rules of evidence in respect to getting 
Hearsay is never good testimony. 

Avis is required to testify respecting this mat- 
Mealey. 
allegedly had 


What 


Let him get up here. 


Avis, 


I don’t want to make any decisions in that respect at all. 
You may answer the question. 
Well, Mr. Chairman, my best recollection of the conversa- 
tion that Mr. Mealey had with me, or, rather, the explanation that he 
was that Mr. Barkley, I believe, the Vice Presi- 
dent—that is what he was told, as I understand it, by Mr. Schoene- 


, but he does not remember 


Chairman. 
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man, who had been to see the Secretary and had insisted that this 
switch of district supervisors be made. 

Chairman Kean. Mr. Barkley had gone to see the Secretary ¢ 

Mr. Avis. Yes, sir; Vice President, and that the further explan: ition 
was that Mr. Taylor had—I am not sure, but I think the principal 
thing was that he had failed to cooperate with reference particularly 
to the appointment of storekeeper-gagers and that he had also made 
a substantial contribution to the Republican campaign fund. 

Chairman Kean. What was the first thing, that he had not cooper- 
ated in the recommendation of whom ? 

Mr. Avis. Well, he hadn’t been cooperating with the people in 
Louisville with reference to the appointment of storekeeper-gagers. 

We have a great many storekeeper- 

Chairman Kean. I understand. 

Mr. Avis. We have a great many storekeeper-gagers in that district. 
L think normally even before the reorganization we had possibly as 
many as 350 or 400, and there was quite a lot of turnover. 

Chairman Kran. And the story was that he had not cooperated in 
appointing the people for the position of the storekeeper gager 

Mr. Avis. That’s right. 

In other words, he wasn’t susceptible to political recommendations 
in that regard. 

Chairman Kran. And your testimony was that Mr. Mealey said 
when he was at the Secretary’s office that he insisted-—— 

Mr. Avis. Well, Mr. Mealey said that Mr. Schoeneman said that 
Mr. Barkley, the Vice President, insisted that this switch be made, 
ves. 

Chairman Kean. The Alcohol Tax Unit serves as a policeman for 
those in the liquor business ; does it not / 

Mr. Avis. It certainly does; yes, sir. 

Chairman Kean. Its duties are much like those of the FBI. The 
only thing is that it is limited to those in the liquor business, is it not? 

Mr. Avis. Well, it is certainly the policing agency for the liquor 
industry ; yes, sir. 

We have two functions, the permissive, which has to do with the 
tax collection, the inspection and the regulation, and then the law 
enforcement, which has to do with the violation of law, that is, the 
willful violations of law. 

Chairman Kean. Certainly no one would countenance shifts in the 
I BI for political reasons. 

Mr. Avis. I certainly shouldn’t think so; no, sir. 

Chairman Kean. It does seem to me that to have testimony about 
one so highly respected as the former Vice President, one who at that 
time held one of the highest positions in the Government, and that he 
saw nothing wrong in using the Alcohol Tax Unit, this policing unit, 
for politic al purposes, is somewhat shoc king testimony. 

Mr. Kine. Perhaps he had other reasons for objecting to this. 
Perhaps the one he wanted was a superior man to the other man. 

Chairman Kran. The testimony we had yesterday in answer to 
auestions by Mr. Boggs was that Mr. Taylor was a man of very high 
efficiency. 

Mr. Bocges. You also have testimony, Mr. Chairman, that Mr. 
Farrell came to the Louisville district as a result of political reasons. 


racer 
gagers. 
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Mr. Farrell testified just a few moments ago that he had no political 
connections, that he had never sought any ‘political connections, and 
that he knew no one in public office at that time. 

In addition to that, to my mind there is some question whether Mr. 
Taylor’s transfer to New Orleans was a demotion. 

I am inclined to think it was a promotion. 

Mr. Farrell said he did not come to Louisville as a result of political 
recommendations. He is right here. He can tell you whether he did, 
or not. 

Chairman Kran. There is the question as to the method of the 
raising of the office in New Orleans to take care of the grade which 
Mr. Taylor had. 

Mr. Torry. I was just going to ask that, sir, on this point that 
Mr. Boggs has raised about the te lephone conversations which I have 
given and I was about to ask your permission to put them in the 
record, with respect to Mr. F arrell, that he was not sought to come 
up to Louisville because he was in anywise satisfactory politically in 
the State. 

In fact, the second of these conversations on January 26, 1949, in- 
dicates that Senator Chapman opposed the appointment of Mr. 
Farrell and in fact wanted to appoint somebody from Kentucky 
to the Louisville post, so there is certainly no reflection on Mr. Farrell. 

Chairman Kean. In other words, Mr. Boggs is correct; Mr. Far- 
rell was not ap pointed for political reasons, even though Mr. Taylor 
was removed for pol litical reasons. 

Mr. Boces. Mr. Avis, when Mr. Taylor went to New Orleans he 
was promoted, was he not? I mean he was given an increase in 
grade / 

Mr. Avis. No, that had been an office of lesser classification. 

Mr. Boaas. The office then was made into a class A rather than class 
B? 

Mr. Avis. That’s right. 

Mr. Tosrn. So that Mr. Taylor retained his job classification ? 

Mr. Avis. He did, sir; yes, sir. 

Mr. Boaés. So that if somebody had been out to get Mr. Taylor, to 
use a slang expression, that office would not have been upgraded ; is 
that right ? 

Mr. Avis. Well, all I can say in that regard is I don’t think there 
was any disposition in connection with any of the high officials that 
dealt with this matter to demote Mr. Taylor. I think there was a 
disposition to shift him to another post. 

Mr. Boces. You testified about the Vice President, which was hear- 
say testimony. 

Is it your opinion that this pressure was coming from the Vice 
President, or was it coming from Senator Chi ypman? 

Mr. Avis. Of course, at the instigation of this committee, and under 
supbena of this committee, and at the direction of the counsel for this 
committee, I have had certain telephone conversations transcribed 
with Mr. Mealey, with, I believe, Senator Chapman, with Mr. Graham, 
the Assistant Secretary, and perhaps with Mr. Bolich and others. 

I don’t know whether I should attempt to testify to those con- 
versations. I don’t know whether counsel intends to put them in 
the record. I mean I am asked a question here that calls for some 

















INTERNAL REVENUE INVESTIGATION 581 


conclusions in which these conversations would help to frame the 
conclusions along with my contact with this matter at the time. 

Mr. Boces. You did not participate in any of the direct conversa- 
tions ¢ 

Mr. Avis. No, sir. 

Chairman Kran. Would it be a good idea to get these things in 
the record and if you want to ask him a question afterward, that 
could be done? 

Mr. Boces. Go right ahead, Mr. Chairman. 

Mr. Torin. Mr. Chairman, the conversations in question are, first, 
a conversation on January 25, when Mr. Mealey called Mr. ‘Taylor 
and directed him to be in Washington on Thursday, which was, I 
think, the 27th; on January 26, the conversation when Senator Chap- 
man called Mr. Mealey; on January 27, when Mr. Mealey called 
Senator Chapman, and on February 10, 1949, when Mrs. Flo Brat- 
ton called Mr. Mealey. 

Chairman Kran. Mrs. Flo Bratton was Vice President Barkley’s 
secretary ¢ 

Mr. Torin. The record indicates that; yes, sir. 

On February 15 Mr. Mealey called Mrs. Bratton back and Mr. 
Farrell called Mr. Mealey, and that last conversation has already 
been read into the record. 

I can put these others in now, if you wish. 

Chairman Kran. Without objection, they will be put in the record. 
It is so ordered. 

(The material referred to is as follows:) 


Excerpts FrRoM MEALEY TELEPHONE DIARY 


January 25, 1949—Mealey called H. B. Taylor, district supervisor, Louisville, 
Ky.: 

Mr. Meatey. Can you be in my office Thursday at 9 a. m.? 

Mr. Taytor. Yes, I think so. 

Mr. MEALEY. Would like you to be here then, because I have a meeting at 10. 

Mr. TAaywvor. I will be there. 


January 26, 1949—Senator Chapman called Mealey: 

Senator CHAPMAN. Heard you were going to have Mr. Taylor up here pretty 
soon, 

Mr. Meatry. Tomorrow morning. 

Senator CHAPMAN. Are we going to get rid of him? 

Mr. MEALEY. Yes, those are my orders. He is coming in at 9 tomorrow morn 
ing. Will tell him if he wants to stay with us he must go to New Orleans 

Senator CHAPMAN. That is all right. The brother-in-law of that Mrs. Rose 
was just appointed State highway commissioner to succeed the new Senator. 

Mr. Mreatey. Well, if I have any difficulty I will be glad to call you. 

Senator CHAPMAN. You won’t have any difficulties. 

Mr. MEALEY. My orders are to transfer a man from New Orleans up to Louis 
ville. 

Senator CHAPMAN. What is his name? 

Mr. MEALEY. Farrell. 

———. Well, Beman goes out this spring. 

Mr. MEALEY. We have recommended Yates for that job. When I get the papers 
I will get in touch with you again. 

Senator CHAPMAN. O. K. Where does my friend Priest stand on that? 

Mr. MEALEY. He is Chief of the Inspection Division. James A. Priest, CAF-12 

Senator CHAPMAN. He is the man both Governor and others have mentioned as 
being Taylor’s successor. 

Mr. MEALEY. He would be in line if the thing were left vacant. Of course, my 
orders were to bring up this New Orleans man. Have to find spot for Taylor. 
He may ask for retirement. 
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Senator CHAPMAN. Well, in case like that couldn't we recommend man like 
Priest? 

Mr. MEALEY. Could so far as I am concerned. I will call you tomorrow after 
Taylor is here. 

Senator CHAPMAN. Wish you would (This way here could have to have 
place for Taylor.) [Not sure of these outlines.] 


January 27, 1949—Mealey called Senator Chapman: 

Mr. MEALEY. Wanted to tell you I had the boys in this morning. They took 
it pretty well. It is effective February 15. 

Senator CHAPMAN. He is going to New Orleans and the other man is going 
to Louisville? 

Mr. MEALEy. Yes. 

Senator CHAPMAN. He did not elect to retire? 

Mr. MEALEY. No, did not. 

Senator CHAPMAN. What is name of the other? 

Mr. MeAtey. Fred Farrell. I found out that he is native of Tennessee. 

Senator CHAPMAN. Think we can talk to Farrell and he will perform with us? 

Mr. MEALEY. Am sure he will 


February 10, 1949—Mrs. Flo Bratton, Vice President Barkley’s office, called 
Mealey : 

Mrs. Bratron. A very distinguished group of personal friends of the Vice 
President's and mine want to call on you tomorrow. The junior and senior Sena- 
tors from the State of Kentucky, Chapman and Withers, and the best Congress- 
man of all, Carl Perkins. Now what time tomorrow? 

Mr. MEALEY. I would like to early because I want to get away to New York. 
Would 9: 30 be too early? 

Mrs. Bratton. No, it will be all right. 9:30. You be nice to them. 


February 15, 1949—Mealey called Mrs. Flo Bratton, Vice President’s office: 

Mr. MEALEY. I talked to those Senators and Congressmen and because of the 
fact that Farrell was going in there today I told them to get in touch with you 
folks. If you people will pick one man down there Farrell should check with all 
the time, I will so instruct him. But would like it to be one certain person. 

Mrs. Bratron. Well, the Vice President is out of town. 

Mr. MEALEY. Well, whenever you can. But I think he should say to Farrell to 
see this guy. Don’t you think so? 

Mrs. Bratron. Yes, that is right. How about McTigue getting that appoint- 
ment? 

Mr. MEALEY. That is fine. 


February 15, 1949—Fred Farrell, district supervisor, Louisville, Ky., called 
Mealey : 

Mr. MEALEY. Congratulations on your new job. Glad you are on the job. 

Mr. FARRELL. Got in this morning. Colonel Taylor is still acting. Furniture 
got held up in flood. Called to let you know I am here and see if there are any 
more instructions. 

Mr. MEALry. No there aren’t except this: I told Barkley’s people and Chapman’s 
people and Withers’ people that they should agree on one man to direct things 
down there. Said they would and as soon as I know I will get in touch with you. 

Mr. FARRELL. Wish you would. Would certainly be glad to have that. 

Mr. MEALEY. I want them to agree on one guy. 

Mr. FARRELL. Yes, that would be fine. 


Mr. Torsryn. On January 26, Senator Chapman called Mr. Mealey: 


Senator CHAPMAN. Heard you were going to have Mr. Taylor up here pretty 
soon. 

Mr. MEALEY. Tomorrow morning. 

Senator CHAPMAN. Are we going to get rid of him? 

Mr. MEALry. Yes, those are my orders. He is coming in at 9 tomorrow 
morning. Will tell him if he wants to stay with us he must go to New Orleans. 

Senator CHAPMAN. That is all right. The brother-in-law of that Mrs. Rose 
was just appointed to State highway commissioner to succeed the new Senator. 

Mr. Meatey. Well, if I have any difficulty I will be glad to call you. 

Senator CHAPMAN. You won't have any difficulty. 

Mr. Mreatry. My orders are to transfer a man from New Orleans up to Louis- 
ville. 
Senator CHAPMAN. What is his name? 
Mr. MEALEY. Farrell. 
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The identity of the person who said “ Well, Beman goes out this 
spring,” is not clear in the transcript. 


Then Mr. Mealey said: 


We have recommended Yates for that job. When I get the papers I will get in 
touch with you again. 

Senator CHAPMAN. O. K. Where does my friend Priest stand on that? 

Mr. Meatrey. He is Chief of the Inspection Division. James A. Priest, CAF-12. 

Senator CHAPMAN. He is man both Governor and others have mentioned as 
being Taylor’s successor. 

Mr. MEALEY. He would be in line if the thing were left vacant. Of course, 
my orders were to bring up this New Orleans man. Have to find spot for 
Taylor. He may ask for retirement. 

Senator CHAPMAN. Well, in case like that couldn’t we recommend man like 
Priest? 

Mr. MEALEY. Could so far as I am concerned. I will call you tomorrow after 
Taylor is here. 

Senator CHAPMAN. Wish you would. 


On January 27, Mr. Mealey called Senator Chapman: 


Mr. MeaLgey. Wanted to tell you I had the boys in this morning. They took 
it pretty well. It is effective February 15. 

Senator CHAPMAN. He is going to New Orleans and the other man is going to 
Louisville? 

Mr. MEALEY. Yes. 

Senator CHAPMAN. He did not elect to retire? 

Mr. MEeALgEy. No, he did not. 

Senator CHAPMAN. What is name of the other? 

Mr. Meatey. Fred Farrell. I found out that he is native of Tennessee. 

Senator CHAPMAN. Think we can talk to Farrell and he will perform with us? 

Mr. MrAa.ey. I am sure he will. 


On February 10, 1949, Mrs. Flo Bratton, of Vice President Barkley’s 
office, called Mr. Mealey : 


Mrs. Brarron. A very distinguished group of personal friends of the Vice 
President’s and mine want to call on you tomorrow. The junior and senior 
Senators from the State of Kentucky, Chapman and Withers, and the best Con- 
gressman of all, Carl Perkins. Now, what time tomorrow? 

Mr. MEALEY. I would like to early because I want to get away to New York. 
Would 9: 30 be too early? 

Mrs. BRATTON. No, it will be all right. Nine-thirty. You be nice to them. 

On February 15, 1949, Mr. Mealey calied Mrs. Bratton back : 

Mr. MEALEY. I talked to those Senators and Congressmen and because of the 
fact that Farrell was going in there today I told them to get in touch with you 
folks. If you people will pick one man down there Farrell should check with all 
the time, I will so instruct him. But would like it to be one certain person 

Mrs. Bratron. Well, the Vice President is out of town. 

Mr. MEALEY. Well, whenever you can. But I think he should say to Farrell 
to see this guy. Don’t you think so? 

Mrs. Brarron. Yes, that is right. How about McTigue getting that ap- 
pointment? 

Mr. MEALEY. That is fine. 

That concludes the conversations to which Mr. Avis had reference. 

Mr.Kine. Is not this Mr. Taylor in question here the one whom 
someone testified with relation to as being a man who wanted to work 
the crank all the time himself and did not like to delegate authority, 
who had a hard, ardent, and vigorous personality / 

Mr. Avis. It is; yes, sir. 

Mr. Kine. That ordinarily means a man gets into difficulty and is 
not too popular at times with his own people. Is that not a reasonable 
assumption ¢ 
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Mr. Avis. I think that probably was a fact maybe insofar as the 
oe try was concerned, and there was testimony on the part of 

aptain Beman that the industry might have had something to do 
with moving him, but I do not think that was a fact. I don’t think 
that the industry felt that way, although I will say that he had become 
unpopular perhaps with some branches. 

Mr. Kine. So within this area which included the State of Ken- 
tucky, this sort of internal and external movement got together to 
get rid of this fellow and they sought reasons for doing it. They 
then brought, as is often the case, their problem to their Congressmen 
and their Senators and the heat was applied, using the term to the 
point where they tried to get rid of everything for tranquillity or ex- 
peditious disposal of the thing. 

It finally got up to the Vice President who got into the act, too, and 
said, “Let us transplant or do something to straighten the difficulties 
out. 

Is that a reasonable summary of what could have taken place? 
Mr. Avis. I don’t think it is unreasonable, no, I don’t and I don’t 
know whether they got, to my own knowledge, to the Vice President, 

whether they discussed it with him, as far as that goes. 

I do think there was some motivating factor. 

Mr. Kine. It is a common sort of thing. We all get them. We 
rarely ever have all the facts, but often they will say, “Yes, he con- 
tributed to the wrong party and he did something else, and, besides 
that, he is no good anyway. 

Mr. Avis. That could almost be used as an excuse. 

Mr. Kina. That is right. 

Mr. Boces. First, Mr. Avis, I must say I have been very much im- 
pressed with your testimony here from time to time in that you try 
very sincerely to give the committee the very best testimony that you 
can. 

In any government agency is there not a lot of natural internal 
jealousy that exists? 

Mr. Avis. You can’t avoid it. I think that if the committee got 
into any agency with the particularity that they have gotten into this 
one and the probing that they have done, that you will find petty 
jealousies. I mean I just think that’s human nature. 

People don’t get appointments that they think they are entitled 
to and you have these cat and dog fights. 

Mr. Boees. Are there not people who invariably allege that they 
have certain political connections, and so forth and so on? 

Mr. Avis. I’ve seen a lot of claims made when they didn’t have 
them; yes, sir. 

Mr. Boges. I have had people come into my office and ask me to 
intervene with their supervisor or employer on the theory that some- 
body else in the office has gotten a promotion or something because 
some other Congressman had intervened in his regard. Usually I 
have discounted those reports. 

Most of the time I found these people were being somewhat psycho- 
pathic to have the notion that the only way they could get ahead was 
by some outside influence from some other source. 

It seems to me that those people cause more trouble in the Gov- 
ernment than any other group. 

Mr. Avis. They do; they cause a lot of trouble, sir. 
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Mr. Boces. Let me ask you something about your setup. Do you 
still have people in the Alcohol Tax Unit who maintain that they can 
get ahead by political influence ? 

Mr. Avis. Well, I don’t think any of them have any such ideas 
today; no, sir, and I think this committee has had a great deal to 
do with that situation. 

I mean when John Dunlap was appointed Commissioner the in- 
structions I had from him were that these appointments should be 
made on the basis of merit and without necessary regard to resi- 
dence. If there was a man in the district that had equal qualifications, 
appoint him, and if he didn’t, appoint a man from the outside or 
recommend a man. 

Of course, I have never a anything but a recommending capacity. 

Mr. Boees. If you had a vacancy occur in San Francisco, just to 
pick a place out of the air, . iow ‘would you go about filling that 
vacancy ¢ 

Mr. Avis. Under the new setup the district commissioner would 
make a recommendation if it was a high administrative post and that 
would come into Washington here and we would review it. If we 
agreed with it, we would approve it, and then it would be sent up to 
the Commissioner 

That’s under the new setup. 

Mr. Boaes. Do you have any Congressmen or Senators trying to 
bring any pressure on you now with regard to appointments? 

Mr. Avis. I would say I haven’t any at all. I don’t mean by that 
that there isn’t an occasional call by some Congressman about some 
personnel matter, but no pressure at all. 

Mr. Bocas. There is no political pressure from any source ? 

Mr. Avis. No, sir; I mean nothing that borders on any attempt 
to dictate an appointment. No,sir. 

Mr. Boces. All of your present appointees are under Civil Service, 
are they not? 

Mr. Avis. Yes, sir 

Chairman Kean. They were before, were they not? 

Mr. Avis. Yes, sit 

Mr. Bocas. They were before? 

Mr. Avis. Yes, sir. There has been no change in that situation, 
sir. 

Mr. Bocas. I think your present situation is highly commendable, 
I hope it stays that way. 

Chairman Kean. And you think therefore that the work that this 
committee has done has been salutary as far as your department is 
concerned ? 

Mr. Avis. Oh, very, very much; as far as the whole Bureau of In- 
ternal Revenue. 

There isn’t any question about that. That’s a recognized fact 

Mr. O’Brien. If a Congressman called you up now, would you still 
take a transcript of his testimony as you have been doing? 

Mr. Avis. Sir? 

Mr. O’Brien. Would you make a transcript of the testimony if a 
Congressman called you up? 

Mr. Torn. The telephone calls, Mr. Avis. 

Mr. O’Brien. At the present time, I mean. 
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Mr. Avis. Well, I think some of the officials take all their calls— 
now, as far as Congressmen are concerned, I would prefer not to have 
any transcripts, as far as I am concerned. 

Mr. Boees. Was it the practice in the past to transcribe them ? 

Mr. Avis. Just a universal practice. The universal practice has been 
where you are dealing with industry matters it is a question of con- 
venience so your secretary can take care of all these details. Many 
of these situations are intricate. In fact, I am quite often being pre- 
sented by Congressmen with situations that I don’t have the answer 
to, by industry people, and you want some record so you can give it 
to your chief counsel so they can look into the matter, and things like 
that. 

Mr. Boees. I do not believe that you have directly answered Mr. 
O’Brien’s question. 

If Mr. Kean called you up on the telephone, would his conversation 
to you be recorded ? 

Mr. Avis. I want to be absolutely frank with you. I might tell the 
girl not to take it; see?—and some conversations I do—and I think 
when this inquiry is completely over, as far as I am concerned, my 
girl isn’t going to write anything down; but until it is—and it’s not 
because of any contact here; my predecessors took them, and I just 
don’t want to appear different as far as my handling of matters—if 
this committee wants them they can get them. 

Chairman Kean. Frankly, I do not see why they should not be 
taken down. Personally, I think I would prefer it. 

Mr. O’Brten. I hope they take them for the next 4 years. 

Chairman Kean. I wish that all these telephone conversations that 
we make with the departments, in my office, could be taken down. I 
wish we had the tape attachment so that we could know exactly and 
could inform our constituents exactly what these people say. If you 
buy a tape, the telephone company holds you up. 

Mr. Avis. I’m very satisfied of this: As I said here, it’s been a little 
distressing to me to have to testify to conversations I have had with 
Members of Congress, whether it is over the telephone or otherwise. 
You can readily appreciate it. 

Mr. Boces. You have been in the Government a long time, have you 
not ? 

Mr. Avis. Yes, sir. 

Mr. Boces. You have a good record. Have you found that Members 
of Congress as a group or class have been unreasonable in their deal- 
ings with you? 

Mr. Avis. No, sir; I have not, and I’ll go further: I don’t care, as 
far as I’m personally concerned, if they are persistent and insistent. 
I think they ought to be sometimes because there is cause for it, and 
if I am in a situation where I can make my own decisions and I am 
not controlled by any policies—— 

For instance, on an appointment, I don’t mind a Congressman argu- 
ing with me vigorously that this man ought to be appointed and being 
quite insistent about it. If I feel free to say no, that’s all I want, 
because I'll debate the thing, and I have debated it and I could cite 
instances. 

I don’t want to do it here, but I could cite instances where we have 
discussed it for an hour back and forth, and the Congressman had a 
real reason and a good argument. We had reasons. 
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I don’t object to that, and I think it’s perfectly proper, but I do 
feel that you ought to be free to say no and to make your decisions. 

Chairman Kran. The final decision should be yours. That is the 
answer. 

Mr. Avis. It should be the Commissioner or the authority regard- 
less of where it is along the line, and I have never been in the position 
of making final decisions. 

Chairman Kran. The final decision should be in the Department, 
not by the Senator or Congressman. 

Mr. Avis. That’s right; and I have been in the position where my 
recommendations were usually taken. I have been in a position where 
they weren’t and where I didn’t even make a recommendation. 

As a matter of fact, I think in the very matter that counsel intends 
to deal with here I didn’t even make a recommendation, because I 
knew it would be a matter of no consequence or import. 

Mr. Boaas. In this vast machinery of the Federal Government to- 
day, where there are countless agencies operating in Washington deal- 
ing with the personal life or the business life or the professional life 
of all of our citizens all over our country, regardless of what field of 
activity they may be engaged in, it seems to me that in many cases the 
only recourse that an American citizen has is to contact his Repre- 
sentative in Congress. 

Mr. Avis. There is no question about it at all. 

Mr. Boces. And sometimes the people are right and the so-called 
bureaucrat is not necessarily right himself. 

Mr. Avis. That is true, sir. 

Mr. Boces. Mr. Chairman, I can remember a case in my own city 
which involved a very high man in one of the armed services, and this 
man had the whole community up in arms—the chamber of commerce, 
the civic associations, the city officials—and they came to me. I went 
into the thing, and we found out that this man was psychopathic, 
and I think if we had not taken some action it would have been a very 
bad thing for the armed services themselves. 

Chairman Kran. Go ahead, Mr. Tobin. 

Mr. Toprn. Mr. Avis, with respect to Mr. Howard B. Taylor, 
would you say that he was a good district supervisor ? 

Mr. Avis. Yes, sir; he was. 

Mr. Tostn. Would you say that there was any other reason given 
by Mr. Mealey as to why he should be transferred / 

Mr. Avis. I don’t know of any other reason that I would feel that 
I could ascribe ; no, sir. 

Mr. Torn. Would it have been possible at the time of Mr. Taylor’s 
removal or transfer to demote him against his consent ? 

Mr. Avis. Well, I am not certain whether he is a veteran or not. 
If he is a veteran, of course, he would have had due notice under the 
law. 

Mr. Tortn. There was no reason justifying a demotion on his rec- 
ord at that time? 

Mr. Avis. No, sir. 

Mr. Torry. So that in order to transfer him they had to transfer 
him to a place where he would be a grade 14; is that right? 

Mr. Avis. Well, 1 assume so. I mean. by that, I think he could have 
been demoted, assuming that he wasn’t a veteran. 
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I am not sure whether he was, or not—his record would show— 
and if he was a veteran he would have had to have had notice, and 
that notice almost amounts to charges. 

Mr. Tornrn. And there was no occasion warranting charges or any- 
thing like that ¢ 

Mr. Avis. No, sir. 

Mr. Tostn. Mr. Avis, in order to appoint Mr. Taylor as district 
supervisor in New Orleans without a demotion, it was necessary to 
reclassify the New Orleans district, was it not? 

Mr. Avis. It was reclassified, and I wasn’t able to get that file that 
you asked me for. I believe that one of your assistant counsels ex- 
plored that matter, and I am not quite positive now whether or not 
that proposal was under consideration at the time that switch was 
made, or whether it came about entirely as the result of the switch. 

Mr. Torin. It is a matter of some concern, is it not, when a district is 
reclassified from B to A? 

Mr. Avis. Yes; it is. It is a matter that has to do not only with 
the district supervisor but some of the subordinate administrative 
positions. 

Chairman Kran. How much does it cost ? 

Mr. Avis. I believe that counsel looked into that matter. I don’t 
have the figures here. 

Mr. Tonrn. At our request, Mr. Dapolito, of your office, Mr. Avis, 
prepared a memorandum dated February 4, 1953, to you, with respect 
to thistransfer. May I read that memorandum ? 

Chairman Kran. Yes, without objection. 

Mr. Tosrin (reading) : 

On May 28, 1948, Mr. Fred C. Farrell, district supervisor in New Orleans, 
recommended, on the basis of the workload of the New Orleans district, that 
it be reclassified from a B district to an A district. 

Let me stop there for a moment. On May 28 the district supervisor 
in New Orleans recommended reclassification. 

Chairman Kean. What date was that? 

Mr. Tosrn. May 28, 1948. 

Was any action taken with respect to that recommendation at that 
time ¢ 

Mr. Avis. I believe not. 

Mr. Torry. The memorandum continues: 

On January 27, 1949, Mr. Mealey recommended to the Commissioner the re- 
classification of the New Orleans district as an A district. 

Chairman Kean. That was the day after the telephone conversation 
here between Senator Chapman and Mr. Mealey stating that they were 
voing to get rid of him? 

Mr. Torry. Yes, sir. It is also the day that Mr. Taylor and Mr. 
Ilarrell appeared in Mr. Mealey’s office and the day on which Mr. 
Taylor agreed to go; so that, on the day this transfer of Mr. Taylor 
was agreed to by Mr. Mealey, Mr. Mealey recommended the reclassifica- 
tion of the office ? 

Mr. Avis. That’s right, I guess. 

Mr. Torin. The memorandum continues: 

However, before action was taken to promote Mr. Farrell as a result of the 


change from a B district to an A district, he was transferred to Kentucky and 
given a promotion from grade GS-13 to GS-14. The transfer was made effective 
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February 15, 1949. Mr. Howard B. Taylor, district supervisor, Louisville, Ky., 
grade GS-14, was transferred as district supervisor, New Orleans, La., at the 
same grade and salary, effective February 15, 1949. 

The cost as a result of reclassifying the New Orleans district from B to A was 
approximately $1,700 on an annual basis. 

In other words, in order to effect this transfer and get Mr. Taylor 
out of Louisville and get Mr. Farrell from New Orleans to Louisville, 
it was at a cost of $1,700 a year from then on ? 

Mr. Avis. It was done; yes, sir. 

Mr. Torry. And it costs $1,700 a year ever since, at least? 

Mr. Avis. Well, I assume so, although I think that it probably 
ultimately would have been brought about anyway. 

Mr. Tostn. The reclassification involved grade increases for the 
district supervisor and who else, Mr. Avis? 

Mr. Avis. I believe the two assistants. I don’t know whether it 
went any further down the line at that time or not, sir. 

Mr. Topsrn. In any event, the total of these grade increases would 
be about $1,700 a year? 

Mr. Avis. Yes, sir. 

As I understand it, that’s the computation that was made by our 
accounting people. 

Mr. Tosrn. You have been unable to find any file in the Bureau 
of Internal Revenue which justifies the transfer other than simply 
the memorandum of Mr. Mealey on January 27, 1949, justifying the 
reclassification ? 

Mr. Avis. Well, you asked me to get that file, and in hurrying over 
here this morning I haven’t got it. I think Mr. Dapolito has it. 
There is some kind of file. Just exactly what’s in it, I don’t know. 

The matter was studied a time or two. 

Mr. Tosry. When was the last previous or subsequent time that a 
district was reclassified ? 

We have had testimony that the Atlanta district was reclassified 
and Mr. Malsie and Mr. Tydings got grade promotions. 

Mr. Avis. I am not certain whether any other districts were re- 
classified in between that time, which was in 1949, and the time of 
the reorganization, or not. 

Mr. Torry. Without reference at the moment to the reorganization, 
because that involved considerable upgrading throughout the unit—— 

Mr. Avis. That’s right. 

Mr. Tornrn (continuing). In 1949 you had the reclassification of 
the Atlanta district with the subsequent promotions of Mr. Malsie 
and Mr. Tydings. 

You also had the reclassification of the New Orleans district, mak- 
ing the district supervisor’s grade in New Orleans a GS-14, which 
was Mr. Taylor’s grade. 

When was the most recent classification prior to that time? Do you 
recall ? 

Mr. Avis. Prior to Atlanta? 

Mr. Tostn. Prior to 1949. 

Mr. Avis. I couldn’t tell you without consulting the records. I will 
be glad to try to get that information for you. 

Mr. Tostn. In any event, is it not a matter of some concern and 
one that is normally considered quite carefully when a district is to 
be reclassified ? 
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Mr. Avis. Well, it is considered carefully and it is supposed to be 
justified. 

Mr. Torin. In your opinion, was that done in this case involving 
New Orleans? 

Mr. Avis. Well, I am hazy on this because I haven’t seen the file. 
I would like to see it before I testify. I imagine that we used the 
same justification that had been submitted initially in 1948 and 
turned down. I imagine that’s what we did. 

I would have to look at the file. 

Chairman Kran. At that time it was turned down ? 

Mr. Avis. Yes, sir. 

Mr. Tosrn. But on January 27, 1949, it was approved ¢ 

Mr. Avis. Yes, sir. 

Mr. Tosrn. Who would make that decision, Mr. Avis? 

Mr. Avis. That’s handled in this way: It is proposed—was at 
that time—to the Commissioner, and if he approved it it would be 
done. It would go to the Personnel Division for the processing of 
the promotions and all. 

Mr. Tonry. Would that decision go to the Treasury for approval ? 

Mr. Avis. I don’t believe so, sir. 

Mr. Torin. Turning now, Mr. Avis, to the appointment of Mr. 
Yates as assistant district supervisor, Mr. Farrell has testified this 
morning that his own recommendation would have been Mr. 
Kinnaird. 

Would Mr. Kinnaird have been your recommendation also? 
Mr. Avis. Yes; he would have, and I would like to explain why 
Simply because he was my recommendation in 1944 for the same sob 
which he held for 20 months because of the military vacancy, and 
he performed entirely satisfactorily; and if this had been the filling 
of the vacancy caused by Captain Beman’s retirement, if it had been 
handled in the normal course, he would have been my recommendation. 
Chairman Kran. Before leaving that last subject, the entire cost 

of reclassifying a district is only in the top man’s salary ? 

Mr. Avis. I think that was the only change made at that time. 

Chairman Kean. Do more things follow up ¢ 

Mr. Avis. Ordinarily they do; sometimes not right at the time, 
but in due course some of the other subordinate administrative po- 
sitions are raised a grade. 

Chairman Kran. Have you any idea generally what the cost is 
of raising or reclassifying a district? Would you say the cost of 
$5,000 is the normal raise ; that is, annually ? 

Mr. Avis. Mr. Chairman, I don’t have any specific information 
on that. Ill endeavor to get it based on actual experience for you, 
if you want it. 

Of course, when you get into the lower grades, the stepup in the 
grades is smaller than it is at the top. I just wouldn’t know. 

Chairman Kran. If it was, for instance, owing to the stepups all 
the way, or $5,000 with the 214 percent interest that the Government 
has to pay there, it would be ‘exactly the same thing as paying out 
$100,000 to make this change in order that somebody be satisfied with 
the person on the job in Louisville. 

Is there any objection to putting this memorandum in the record ? 
Without objection, it will be put in the record. 
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(The material referred to is as follows :) 


OFFICE MEMORANDUM 
FEBRUARY 4, 1953 
To: Mr. Avis. 
From: Mr. Dapolito. 


On May 28, 1948, Mr. Fred C. Farrell, district supervisor in New Orleans, 
recommended, on the basis of the workload of the New Orleans district, that it 
be reclassified from a B district to an A district, On January 27, 1949, Mr. 
Mealey recommended to the Commissioner the reclassification of the New Orleans 
district as an A district. Commissioner Schoeneman approved Mr. Mealey’s 
recommendation on January 27, 1949. However, before action was taken to 
promote Mr. Farrell as a result of the change from a B district to an A district, 
he was transferred to Kentucky and given a promotion from grade GS-13 to 
GS-14. The transfer was made effective February 15, 1949. Mr. Howard B. 
Taylor, district supervisor, Louisville, Ky., grade GS—14, was transferred as 
district supervisor, New Orleans, La., at the same grade and salary, effective 
February 15, 1949. 

The cost as a result of reclassifying the New Orleans district from B to A was 
approximately $1,700 on an annual basis. 

Mr. Tosrn. Mr. Farrell testified this morning, Mr. Avis, that you 
stated to him that the reason Mr. Kinnaird could not get the job for 
which you had recommended him was because he was a Republican; 
is that right ? 

Mr. Avis. I don’t recall this conversation, but it is very likely now 
that we had it. I mean I would be inclined to accept Mr. Farrell’s 
statement in that regard. If we set the time, I would know a little bit 
more certain. If I had the information at the time I talked to Mr. 
Farrell, I would have said just about that, because at that time most 
of the administrative appointments were being based primarily on 
political considerations. 

If Mr. Yates had these recommendations at that time, I would have 
said substantially what Mr. Farrell said. 

Mr. Tosin. Mr. Avis, the post of assistant supervisor, enforcement, 
was left vacant for some months, was it not? 

Mr. Avis. Yes. It was vacant from May 30 when Mr. Beman retired 
until I believe Mr. Yates testified he was appointed on October 16, 1949. 

Mr. Torstn. Why was the post left vacant for this period of time? 

Mr. Avis. It was left vacant because of the fact that there were 
recommendations on behalf of both Mr. Yates and Mr. Moseley. 

Mr. Yates, I believe the testimony shows, had the very vigorous 
support of Senator Chapman, and Senator Withers also, and Mr. 
Moseley had the support: of Senator McKellar. 

Mr. Toptn. Was the matter of this appointment in Louisville de- 
cided in the Treasury or in the Bureau ? 

Mr. Avis. Decided in the Treasury. 

Mr. Tonrn. And the memorandum from Assistant Secret ary Graham 
to Mr. Schoeneman, which we put in the record so indicates. 

Mr. Avis. So indicates and I know the matter was up there be- 
cause I talked to John Graham about it. 

Chairman Kran. Should matters of this kind be decided in the 
Treasury, in your opinion ¢ 

Mr. Avis. Mr. Chairman, this was an assistant supervisor we are 
talking about. No, I don’t think so. 

Chairman Kean. That is what I think. I think if they find that 
you are not making proper appointments, you with the authority, you 
ought to be fired. They have to delegate responsibility to the people 
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who know the field, who know the picture, and who work with these 
people from day today. That is efficiency in Government. 

Mr. Avis. That’s right. 

Chairman Kran. If your superior insists on making the appoint- 
ment, it makes the whole field inefficient. 

Mr. Avis. And these higher positions should be made by the Com- 
missioner of Internal Revenue. Use the real authority. 

Us fellows down the line are in a recommending capacity. We 
submit all the facts to him and he makes these decisions. 

Chairman Kran. Yes; but not the Treasury, not at that high a 
level. 

Mr. Avis. That’s right. It calls for an opinion. It is a matter 
of departmental policy. It is really not for me to say, but you asked 
me for my opinion, and I gave it to you. 

Mr. Tosry. Why was the matter held up in the Treasury? Do you 
know ¢ 

Mr. Avis. Well, it was held up in the Treasury because agreement 
apparently couldn’t be reached between Senators Chapman and Mc- 
Kellar. 

I might say that at that time Senator McKellar was the chairman 
of the Appropriations Committee in the Senate and it was held up 
there and Mr. Graham had it before him for some good long time. 

Finally Senator McKellar, as Mr. Graham’s memorandum indi- 
cates—that has been put in the record—did withdraw his objection to 
Mr. Yates, his appointment, and joined with Senator Chapman. 

Chairman Kran. I notice you make the statement that Senator Mc- 
Kellar was chairman of the Appropriations Committee. The reason 
you said that was that the chairman of the Appropriations Committee 
would have stronger weight with the people in the De ‘partment because 
of the fact that the chairman of the Appropriations Committee is in 
a position perhaps to punish someone in the Department, or some de- 
partment that does not act in accordance with his wishes; is that what 
you were indicating ¢ 

Mr. Avis. I think that would be a proper deduction. There was 
some talk about this, Mr. Chairman, at the time, about the desira- 
bility of— 

Chairman Kean. Senator Chapman was a Senator who had just 
been elected and Senator McKellar was chairman of the Appropria- 
tions Committee. 

Mr. Avis. Well, yes. What the Treasury wanted to do was to 
reconcile this thing. They wanted to reconcile it. They didn’t want 
to have any difficulty over it. 

Chairman Kean. And certainly not with Senator McKellar, chair- 
man of the Appropriations Committee ? 

Mr. Avis. Yes; I think that was the situation; yes, sir. 

Mr. Tosrn. And they did not fill the job until Senator McKellar 
approved Yates: is that right? 

Mr. Avis. Yes, sir. 

Mr. Tosry. Mr. Chairman, there were three telephone conversa- 
tions with respect to the Taylor-Farrell matter which were not put 
in the record earlier 

If there is no objection, I would like to put them in the record. 

Chairman Kean. Without objection, it is so ordered. 
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(The material referred to is as follows:) 


February 2, 1949—Mr. Mealey called Senator Chapman. (This call taken by 
someone else). 


February 2, 1949—Senator Chapman called Mr. Mealey : 

Senator CHAPMAN. If it suits you all right, Senator Withers and I will come 
down to see you in a few minutes. 

Mr. MEALEY. Will be glad to see you. 


February 3, 1949—John Graham called Mr. Mealey: 

Mr. GraHam. The Secretary is going to have a visit at 10 a. m. from Senators 
Chapman and Withers. Do you know what it is about? 

Mr. MEALEY. Yes. I had them here yesterday afternoon. 

Mr. GRAHAM. What is it about? 

Mr. MeALey. It is on that transfer of Farrell to Kentucky. They want to 
know if they can’t fill that with a Kentucky man and why Farrell could not go 
to Atlanta rather than Kentucky. Wanted to see Secretary to change that 
order. Don’t know how they found out about it. 

Mr. GRAHAM. O. K. Thanks. 


February 3, 1949—Mealey called Bolich: 

Mr. MEALEy. Last night at 5 the two Senators from Kentucky were in here. 
Chapman and Withers. The Governor had called them. They were not satis- 
fied with Farrell coming in there. Want to make their own appointment. I 
told them so far as I was concerned the order had gone through. So they made 
appointment to see Secretary at 10. 

Mr. Boticn. Well, we carried out Graham’s instructions. We will just let them 
get that straightened out in their own way. You keep me advised. 

Mr. Tostn. May I read those, sir? 

Chairman Kean. Yes. 

Mr. Torin. These do not relate to the Yates matter: 

On February 2, 1949, Senator Chapman called Mr. Mealey and arranged for 
an appointment in a few minutes. 

On February 3 Mr. Graham called Mr. Mealey: 

Mr. GRAHAM. The Secretary is going to have a visit at 10 a. m. from Senators 
Chapman and Withers. Do you know what it is about? 

Mr. MEALEY. Yes. I had them here yesterday afternoon. 

Mr. GRAHAM. What is it about? 

Mr. MEALEY. It is on that transfer of Farrell to Kentucky. They want to 
know if they can’t fill that with a Kentucky man and why Farrell could not go 
to Atlanta rather than Kentucky. Wanted to see Secretary to change that 
order. Don’t know how they found out about it. 

Mr. GRAHAM. QO. K. Thanks. 


On the same day Mr. Mealey called Mr. Bolich: 


Mr. MeALey. Last night at 5 the two Senators from Kentucky came in here. 
Chapman and Withers. The Governor had called them. They were not satisfied 
with Farrell coming in there. Want to make their own appointment. I told 
them so far as I was concerned the order had gone through. So they made 
appointment to see Secretary at 10. 

Mr. BoricH. Well, we carried out Graham’s instructions. We will just let 
them get that straightened out in their own way. You keep me advised. 

This is February 3, the same time that negotiations were proceeding 
at quite a fast pace with respect to the district supervisorship in At- 
lanta; is that right? 

Mr. Avis. Yes. You are talking now about the Yates matter? 

> 

Mr. Tostn. No; these conversations relate to the identity of the 
person to succeed Mr. Taylor. 

Mr. Avis. Yes; very definitely. 

Chairman Kran. This testimony seems somewhat contradictory. 

In the January 26 telephone conversation between Senator Chap- 
man and Mr. Mealey, Mr. Mealey states what is going to be done and 
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here in the statement or conversation with Assistant Secretary Gra- 
ham he Says: 


Don’t know how they found out about the order. 

Mr. Torry. I think that refers to the vacancy in Atlanta. The 
point there was, if I may say this—Mr. Avis, please correct me if I 
am wrong—on February 3, according to the record made earlier, the 
memorandum to the Commissioner from Assistant Secretary Graham, 
the urgency of getting Mr. Malsie into Atlanta was decided upon and 
they agree “d to get Mr. Malsie in. 

On February 3 there was no vacancy in Atlanta. 

Wait a minute. This is the wrong one. 

Mr. Avis. You are talking about March. 

Mr. Toprn. Yes. 

Apparently the word had gotten around that there was to be a 
vacancy. 

Mr. Avis. Yes; Hearington’s retirement was imminent and was 
known. 

Mr. Tonrn. He did not understand how the Senator from Ken- 
tucky knew about the vacancy to which they were going to appoint 
Mr. Malsie. 

Mr. Avis. Yes, and the suggestion was that Mr. Farrell be shifted 
to Atlanta instead of Louisville, which would have enabled the Louis- 
ville vacancy to be filled locally. 

I might say as a matter of expl: ination of this—you have the con- 
versations there and, of course, it was discussed at the time—after 
Senator Chapman and Senator Withers had been advised that the 
shift was to take place, they then came down and saw Mr. Mealey 
concerning a local man’s appointment rather than Mr. Farrell. 

Chairman Kran. I think that is a perfectly logical thing for the 
Senators to hope that a local man could be appointed and to see 
whether it could be done. I think that is something you would 
expect the Senators to do. 

Mr. Avis. Exactly. There is nothing in the record, but I think 
perhaps they were going to recommend one of the men in the office 
there. 

Mr. Torin. The telephone conversations would indicate Mr. Priest. 

Mr. Avis. That is a matter of inference, but I think that’s a rea- 
sonable one. 

Mr. Torry. But the reason that Mr. Farrell did not go to Atlanta 
was that you still had to provide a place for Mr. Taylor, who was 
a grade 14? 

Mr. Avis. Well, I don’t know what the answer is to that except that 
the decision was made that the switch was to be made, and it stood 
even though the opposition developed to it. 

Mr. Tosrn. This got pretty complicated; did it not? 

Mr. Avis. Well, I was just sitting on the sidelines watching it. 

Chairman Kran. Mr. Avis, there was some testimony yesterday 
about a clique. Would you like to comment on that? 

Mr. Avis. Yes, sir: I would. 

Insofar as Mr. Yates’ testimony is concerned about the fact that 
he felt it was necessary for him to secure senatorial support in order 
to become assistant district supervisor, enforcement, in Louisville, in 
1949, IT just want to say this: 
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That in 1944 when Mr. Kinnaird was made assistant supervisor, 
enforcement, at that time Mr. Beman went to Atlanta and Mr. Yates 
was made the aidé to Mr. Kinnaird, which was a two-grade promo- 
tion and which I recommended, in which there was no political con- 
sideration whatsoever insofar as Kinnaird or Yates were concerned— 
insofar as any recommendations that we had, or any pressure is what 
I am trying to say. 

Now, in 1949 the situation was different. At that time the Bureau 
was giving consideration to political recommendations, They were, 
in fact, the predominant factor in these administrative appointments 
and Mr. Yates undoubtedly knew that and I think if that was the 
Bureau policy he had a right to resort to it, and I think that that is 
the real explanation of the reason why he resorted to it, and not be- 
cause of the fact that, as he said, there was a bunch of special agents 
who used to work under me 20 years ago out in Detroit. 

Chairman Kean. Were you in Detroit? 

Mr. Avis. Yes, sir; twenty-odd years ago, before 1930. 

I think I have given you the real explan: ition of this matter rather 
than the fact that he thought that only those men that wor ked out 
there could be appointed. 

I have gone through the list. 

Chairman Kran. How about those men who were in Detroit? Do 
they all have positions of great power and influence at the moment? 

Mr. Avis. I would just like, since you raised it, Mr. Chairman, to 
go into that. 

I have taken a look here at a list of district supervisors, assistant 
supervisors, and investigators in charge prior to the reorganization. 
It is dated January 7,1952. There are 84 positions, as I counted them, 
held by persons with basic law enforcement experience. 

I find four of those served under me back at that time. 

Chairman Kean. Four out of the eighty-four ? 

Mr. Avis. Yes. 

Now, I may be making some mistake because I am having great 
difficulty getting a list of these special agents back in that time. I 
find that about 16 or 17 or 18 of them served under me when I was 
chief of special agents here in Washington, which covered the entire 
United States, not just the Detroit district, that Mr. Yates referred 
to, out of the 84. 

Chairman Kean. When was that that you had that job? 

Mr. Avis. That was in 1930 

Chairman Kran. Those 16 who served under you at that time were 
throughout the entire United States? 

Mr. Avis. Were in the entire United States. 

Chairman Kean. Of roughly how many? 

Mr. Avis. Of the same 84 positions that we are talking about here. 

Chairman Kran. Some of them were naturally able career men who 
would naturally go up? 

Mr. Avis. Let me just tell you about one or two, first of all, as 
bearing on this clique situation. 

Up until recently Mr. Claud Cooper was the Chief of the Enforce 
ment Division here in Washington. His jurisdiction was in charge 
of investigations for the whole United States. 

He was never a special agent under my direction. Yet he was my 
selection and served for 3 years just before that. 
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Prior to that, for I think at least 7 years all told, Mr. Robert Ford, 
who is now assistant district commissioner in Baltimore, was the 
Chief of the Enforcement Division, and he was my selection and my 
immediate assistant, and he was never a special agent under my 
direction. 

Mr. Cooper whom I referred to is now the assistant district com- 
missioner in Dallas, Tex. 

Mr. Dunnigan who is known all through this country is now the 
assistant district commissioner in New York City. He was one of 
those special agents, but I would be perfectly happy to have counsel 
at the committee’s instructions explore this situation to see whether 
or not the special agents have gotten any treatment that they haven’t 
deserved. 

Chairman Kean. I asked the question, Mr. Avis, because I thought 
that there had been an accusation made yesterday and I thought that 
you should have the opportunity to answer. 

One of the things that this committee has tried to do is to give 
opportunity to any witness to answer if he so wished anything that 
might be said in any way derogatory of what he had done. 

In fact, our rules actually provide that, and that is the reason I 
asked you the question. 

Mr. Avis. I would like to make this further explanation: If we 
went back and got a list of these same positions, back maybe in 1935, 
I think you would find a higher percentage because we were faced 
with this situation when the Alcohol Tax Unit was created. 

The whole Administrator’s organization had virtually been elimi- 
nated by the Executive orders and that personnel which had been in 
administrative capacities and which I told you about in executive 
session, some of which had been appointed on a political basis, had 
been eliminated by the Executive orders and the result was that these 
special agents in charge were n: uturally, and which worked in that 
category, were the logical people to put in these top enforcement jobs, 
and the percentage might be higher back there, but I have been con- 
scious of this situation. 

It has cropped up 2 or 3 times as a matter of rumor and gossip, 
which back years ago started and I have done everything to dispel 
it and to make appointments where I could outside that category, 
including my two assistants, my immediate assistants, over the period 
of years. 

Chairman Kran. Are there any other questions? 

Mr. Tosrn. No, sir. 

Chairman Kran. Thank you, Mr. Avis. 

Mr. Avis. Thank you, sir. 

Chairman Kran. The committee will stand in recess, subject to 
the call of the Chair. 

I will say to the press that we probably will have a statement in a 
short time as to the next hearings, which I think will be Tuesday. 

(Thereupon, at 11:50 a. m., Friday, March 13, 1953, the committee 
was adjourned, to reconvene subject to call of the Chair). 


x 








